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Annual Meeting 


The annual meeting of shareholders will be held on 
April 5, 1962. A notice of the meeting, proxy state- 
ment and form of proxy will be sent to all share- 
holders shortly. It will assist the management in 
preparing for the meeting if shareholders who do 
not expect to attend the meeting in person will sign, 
date and return the proxy promptly. 
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COMMERCIAL SOLVENTS CORPORATION 


1961 1960 % Change 


Net Sales E E r $63,840,847 $62,337,053 PE 
Federal, State and other taxes . . . . . $ 6,270,351 $ 6,029,410 + 4 
МесЕатіпЕ A к $ 5,505,293 $ 4,839,815 +14 
Per share of stack: 4 . . . . ee ‘ʻa $1.90 $1.68* 13 
Dividends Paid . 
In cash Е ае у $ 1,859,458 $ 1,398,125 oS 
Рег share of stock . . . . . . . $.65 $.50 +30 
Inestock= 4 S PERS СС 196 296 
Land, buildings, equipment, etc., additions: 
Expenditures during the year. . . . . $ 2,606,309 $ 2,334,094 
Authorized but not expended . . . . . $ 3,666,000 $ 1,591,000 
Working capital at end of year . . . . . $32,403,652 $30,759,573 
Long-term debt . . © 2 s © 2 = x x $15,640,000 $17,200,000 


Number of employees at end of year 1,945 1,971 
Wages and salaries. . . . . . . . . $11,771,310 $11,480,373 
Cost of pension and other benefits . . . . $ 1,033,826 $ 1,005,545 
Assets employed for each employee. . . . $41,224 $40,368 


Number of shareholders at епа of year . . . 17,331 17,917 

Number of shares outstanding . . . . . 2,897,364 2,852,175 

Shareholders’ equity . . . . . . . . $48,783,129 $44,888,858 
Per share of stock outstanding . . . . $16.84 $15.58* 


* Adjusted to reflect 196 stock dividend issued December 29, 1961. 


The President's Letter 


Commercial Solvents Corporation 1961 net earnings rose above the 
sharply increased level of 1960 and were the highest since 1951. The return 
on investment continued to improve. 


Consolidated net earnings were $5,505,293 or $1.90 per share, as com- 
pared with $4,839,815 or $1.68 per share for 1960. 


Cash dividends paid to stockholders in 1961 were 65 cents per share, a 30 
percent increase over dividends of 50 cents per share paid in the previous 
year. Stockholders also received a one percent stock dividend. The per share 
earnings cited above are based on the 2,897,364 shares outstanding at the 
end of the year. 


Sales rose to $63,840,847, as compared with $62,337,053 for the prior 
year. This increase reflects additional sales volume resulting from acquisitions 
in 1961. 


The Company moved ahead toward all objectives during the year. The 
improvement in earnings was achieved by raising operational efficiency, 
lowering costs, improving customer service and by developing further CSC’s 
integrated raw materials position on chemicals made from natural gas. More 
effective use was made of existing facilities, especially in fermentation 
chemistry operations. 


The Corporation’s accelerated capital expenditures program has ex- 
panded those areas of business in which the Company has a sound competitive 
position, and has led to the establishment of operations in additional fields 
of chemistry. 


Commercial Solvents’ world-wide program of scientific cooperation has 
proved effective in providing the Company with new products and processes, 
and in extending operations abroad. 


The coordinated forward movement of the entire organization has been 
given additional impetus by bringing the long-term planning of management 
personnel sharply to bear upon the achievement of established goals. We seek 
sustained profit improvement through product innovations that our cus- 
tomers need and want, and through management controls which enable us to 
meet changing conditions rapidly and effectively. 


These actions have positioned the Company for further gains in 1962. 
We expect that the new year will be highly competitive and therefore 
challenging. We intend to meet these challenges and to take full advantage 
of all opportunities in the profitable expansion of our U. S. and international 
business. 
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Chemical industry operations in 1961 were characterized by prices under 
pressure, the oversupply of many products and by intense competition. While 
the demand for chemicals generally ran strong, it was not sufficient to keep 
pace with theindustry’sincreased production. The prices of most products either 
remained at levels established during the 1960 recession or showed signs of 
weakness. Higher labor, raw materials and marketing costs were prevalent 
throughout the industry. The number of companies competing for chemical 
business continued to increase. This cost-price squeeze in a competitive 
market worked against profit margins. 


It was not until late in the fourth quarter, when the entire economy 
turned upward, that profits in the chemical industry showed signs of recovery. 


Contrary to the industry pattern, Commercial Solvents experienced a 
steady increase in earnings throughout the vear. Sales volume for the first 
nine months was slightly below the corresponding 1960 period. In the fourth 
quarter, sales advanced and CSC ended the year with a higher volume than 
for the preceding year. The 1961 return on investment in the company 
reached a 10 year high. 


The Company-wide profit improvement and cost reduction programs 
were important factors in raising the 1961 return on investment. The output 
of high volume products increased as the result of technical studies which 
led to low cost process improvements. Further progress was made in reducing 
raw materials costs, particularly for products made from natural gas. More 
effective quality control procedures contributed to continued improvement 
in the acceptance of our products. Operating expenses have been reduced by 
the more effective use of supervisory techniques and cost analysis procedures. 


The further improvement of return on investment continues to be a 
prime objective of CSC policy. The Company’s broad program aimed at this 
goal is being intensified. 


The Company’s $40,000,000 five year growth and development program 
was launched in 1961. Approximately $4,927,000 was invested during the 
period for acquisitions, for the expansion of existing operations and for other 
avenues of corporate growth. This compares with investments of $3,601,000 
in 1960, and $1,352,000 in 1959 for the same purpose. 


The world-wide population increase, and Commercial Solvents’ well 
established position in producing feed supplements to meet the need for 
protein foods, provided a desirable set of circumstances for the expansion of 
CSC’s animal nutrition operations in 1961. Early in the year the Company 
acquired the assets of four companies which manufacture and market 
stabilized forms of the vitamins A, D and E, and a group of specialized feed 
mixes for the poultry and animal feed industry. The four companies were 
Stabilized Vitamins, Inc., Vitaron Chemical Manufacturing Company, Inc., 
and Astrol Products, Inc., of Garfield, New Jersey, and the Iowa Nutrition 


Company of Clinton, lowa. The acquisition included patents, land, buildings, 
laboratory and production facilities, leaseholds and inventories. These ac- 
tivities are operating as the Stabilized Vitamins Division of Commercial 
Solvents Corporation. Sales volume and contribution to earnings resulting 
from the acquisition were up to expectation. 


The profitable operations of the Louisiana Gas Production Division were 
increased through the continuation of its exploration, drilling, gas gathering 
and pipeline construction programs. These activities are in direct support of 
CSC’s position as a basic producer of methanol and ammonia, the nitro- 
paraffins, their derivatives, and thermal carbon blacks. Approximately 60 
percent of the Company’s gas needs are now being obtained from the Louisi- 
ana Gas Division, and from dedicated gas reserves which CSC has obtained 
under long-term contracts at firm prices. 


All phases of the Louisiana Gas expansion program are ahead of schedule. 
These activities are continuing into 1962 as the Company moves closer to its 
goal of an integrated position on raw materials for products made from 
natural gas. 


In Europe, where population and prosperity are increasing, the Com- 
pany is engaged in a long range expansion of its pharmaceuticals operations. 
The acquisition, in November, 1960, of 80 percent of the ownership of Hoff- 
mann-Lampis, S. p. A., and FIART, S. p. A., Italian pharmaceutical com- 
panies, has provided the springboard for the development of packaged 
pharmaceutical operations on the European continent and in the countries of 
the Near and Middle East. This phase of the Company’s growth program will 
achieve greater momentum in 1962 as CSC’s pharmaceuticals, animal 
nutrition, fine chemicals and research activities in Europe are expanded and 
additional production facilities are acquired. 


A major result of the Company’s international program of cooperation 
with research scientists and chemists was the obtaining, from Japanese 
sources, of exclusive rights to a new bacterial organism which produces 
monosodium glutamate, the flavor booster which makes food taste better. 
CSC’s research organization has developed a patented process which utilizes 
the organism to produce snow-white, free flowing monosodium glutamate 
crystals of high purity. Two major units of the Company’s biological produc- 
tion facilities at Terre Haute, Indiana, are being converted to make mono- 
sodium glutamate in commercial quantities. By mid-1962 CSC will be a 
major U. S. producer of this widely used product. This move marks the 
Company’s entry into the food chemistry field. It provides for the increased 
utilization of existing facilities on a profitable basis and broadens CSC’s well 
established position in fermentation chemistry. 


Considerable progress was made during the year in upgrading nitrogen 
and methanol into derivatives which provide a higher return. These efforts 
included the development by CSC Research of a unique low cost process for 
making caprolactam. This chemical is used as a raw material in the manu- 
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facture of a broad range of nylon plastics and fibers. Pilot plant work on the 
caprolactam process was completed during the year. This project is scheduled 
for continued development in 1962. Additional methanol production facilities 
were placed in operation during the latter part of the year. This action is part 
of a long term program for expanding CSC’s position as a major methanol 
producer. 


The Company’s improved ability to meet a wide range of contrasting 
market conditions was demonstrated in 1961. All product lines contributed 
to profitable operations as the result of coordinated action by research, 
production, marketing and administrative groups which increased efficiency 
and expanded customer service. 


Methanol moved in substantial volume throughout the year. Intense 
competition worked against price stability. Prices for this basic industrial 
chemical began to firm in the last quarter as sales increased. Commercial 
Solvents’ integrated position as a methanol producer, which extends from the 
raw material to the finished product, made it possible to meet the competitive 
situation. 


Sales of the methylamines were maintained at high levels. Substantial 
quantities of these chemical building blocks were further upgraded into 
choline chloride for animal nutrition use, and into a number of specialized 
industrial chemicals. 


Anhydrous ammonia business advanced sharply during 1961. Sales for 
agricultural use reflected a growing preference among farmers in some sec- 
tions of the nation for nitrogen in this basic form. A substantial percentage 
of the year’s anhydrous ammonia production was utilized to make Hi-D, our 
exclusive solid ammonium nitrate fertilizer, and CSC’s broad line of nitrogen 
solutions. Dri-Sol, a patented nitrogen solution for makers of mixed fertilizers, 
sold well in its first full production year. Dri-Sol’s unique quality of being 
essentially water-free eliminates many fertilizer production problems. 


Broadened sales, production and research support has resulted in sub- 
stantial improvement for the versatile nitroparaffins. The operations of a 
separate marketing organization which works closely with CSC research and 
production personnel on customer technical service requirements led to a 
sharp increase in nitroparaffins business. The use of the NP’s and derivatives 
by industry, especially in the protective coatings field, continued to advance. 
A number of new applications were developed during the year. One derivative 
has been shown to be a superior propellant for space vehicles. CSC Research, 
has revealed a promising approach to the development of useful new NP 
derivatives. The outlook for the nitroparaffins as a growing factor in profitable 
operations continues to improve. 


mo “uo 


Bulk pharmaceutical sales of CSC antibiotics rose in 1961. Cycloserine 
experienced further acceptance by the medical profession for the treatment of 
drug-resistant tuberculosis cases. Bacitracin is the antibiotic of choice in a 
wide range of applications, especially for topical use. 


Sales of Baciferm®, CSC's patented zine bacitracin animal feed supple- 
ment, were maintained at the high level of the preceding year. The well 
established antibiotic and water soluble vitamin products which CSC sup- 
plies to the feed industry now are complemented by the oil soluble vitamin 
products made by the Stabilized Vitamins Division. The two product groups 
present a number of interesting possibilities for new feed supplements to 
improve further farm animal health and growth. 


A broadened customer service program at the Thermatomic Carbon 
Division helped to advance sales beyond the high levels of the previous year. 
The installation of larger laboratory facilities has made it possible to make 
further improvements in quality control procedures for the production of 
powdered and pelletized thermal carbon blacks. These products are used by 
the rubber industry in the manufacture of molded and extruded goods. 


Northwest Nitro-Chemicals, Ltd., CSC's Canadian agricultural chem- 
icals affiliate, continued the improvement of the previous year which 
followed a major reorientation of Northwest's operations and rearrangement 
of its financial structure. CSC’s holdings in Northwest include 49.8 percent of 
the common stock, 88.4 percent of the preferred, and 11.8 percent of the 
subordinate income debentures (1960). CSC continues to take an active part 
in the formulation of Northwest policy. 


The results for 1961 reflect the energy and the enthusiasm which the 
people who man our plants, laboratories and offices brought to their work. 
CSC’s improved operational efficiency and customer services were made 
possible by the full cooperation of all units of the Company. 


In May, Mr. Walter C. Berger was elected to the Board of Directors. He 
was the Administrator of the Commodity Stabilization Service and Execu- 
tive Vice President of the Commodity Credit Corporation, U. S. Department 
of Agriculture. 


In December, the Board of Directors elected Mr. J. E. Wheeler as a Vice 
President of the Corporation, with responsibilities for manufacturing and 
related activities. He has been a member of the CSC organization since 1934. 


At the same time, Mr. J. F. Dudley, who has been a Vice President since 
1957, was named to head the Company’s engineering and public affairs 
programs. He has been with the Corporation since 1943. 


On December 31, 1961, Mr. A. R. Bergen, Secretary of the Corporation 
since 1929, retired after 42 years of valued service. Mr. Howard B. Durbin, 
who has been with Commercial Solvents for 21 years, was elected to succeed 
Mr. Bergen. 
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The challenges of 1962 are going to test sharply the wisdom and the 
judgement of American business management. We are faced with a range of 
opportunities for meeting the needs of people in the U. S. and throughout the 
free world which is almost without precedent. We also are confronted with 
problems of rising costs and intensifying competition which can seriously 
interfere with results in many areas of growth and development. Communist 
production, with its lack of regard for the welfare of the individual worker, 
adds to the magnitude of the competitive factor. 


To measure up, U. S. companies are going to need the healthiest blend 
they have ever had of experience and know-how on the one hand with 
imagination and flexibility on the other. In the tradition that gave this 
country world business leadership, we must advance faster than anyone else 
in developing product innovations that people need and want. This calls for 
facing up to facts, for realistic, creative thinking and for just plain hard work. 


Commercial Solvents’ experience in two major fields, fermentation and 
high pressure synthesis chemistry, is unique in its breadth and in its depth. It 
has enabled CSC to develop extensive operations in agricultural and indus- 
trial chemistry, in animal nutrition, and in the making of pharmaceuticals. 
With all the ingenuity and skill at our command, we are building further on 
these well established activities to meet the global needs for more food, 
better health and greater industrial production. 


Broad objectives have been developed for profitable growth in meeting 
these needs. The company’s key personnel in production, sales, research, 
engineering and administration are working with a singleness of purpose to 
bring about the full utilization of CSC manpower, facilities and financial 
resources in the operation of current programs and in the achievement of 
long term objectives. 


At Commercial Solvents, we are concerned with the U. S. economy’s 
place in the international business world of the 1970’s and the 1980’s. We are 
giving more and more thought to where we want CSC to be 10, 15, 20 years 
from now. As a matter of national well being, as well as of company progress, 
we intend to make certain that Commercial Solvents contributes effectively 


to U.S. leadership in business then, as now. 


President 


January 22, 1962 


COMMERCIAL SOLVENTS CORPORATION 


TEN-YEAR FINANCIAL SUMMARY 


(Amounts, other than per share figures, expressed in thousands) 


EARNINGS DATA 


Depreciation, 


Depletion NET EARNINGS Dividends 
and и Paid 
Year Net Sales Amortization Amount Per Shore Per Share 


$2,610 $ .40 $1.00 
T гоо 
зата | 100 
1255 60,646 3,388 1.34 1.00 
1956 62,580 3,261 1:21 1.00 
1957 65,932 3,505 .53 .925 
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1959 70,381 3,680 : 25 
12680 62,337 3,671 : .50 
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FINANCIAL POSITION DATA 


PROPERTY 
WORKING CAPITAL PLANT AND EQUIPMENT 


Shareholders' 
Equity 


Accumulated Long-Term 
Reserves Debt 


urrent 
Liabilities 


Current 
Assets 


Total 
Assets 


arking 
Capital 


79,566 41,482 10,722 30,760 80,760 47,658 17,200 
80,182 41,916 9,512 32,404 83,068 50,838 15,640 


Dec. 31 


38,270 


44,889 
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ASSETS 


CURRENT ASSETS 


Cash . “з A AO c Е 
U. S. Government and other marketable securities, 
at cost approximating market . 


Accounts and notes receivable (less allowance for doubtful accounts, 


1961—$390,658; 1960—$396,831) 
Inventories, at the lower of cost or market 
Finished products and materials in process . 


Raw materials and supplies 


Prepaid expenses 


Total Current Assets . 


INVESTMENTS AND OTHER ASSETS 
Investments . A 
Non-current accounts and notes receivable . 


Total Investments and Other Assets 
PROPERTY, PLANT AND EQUIPMENT, at cost 
Less accumulated depreciation, depletion and amortization . 
Net Property, Plant and Equipment 


PATENTS, at amortized cost . 


DEFERRED CHARGES 


SEE ACCOMPANYING NOTES TO FINANCIAL STATEMENTS 


Consolidated 


December 31, 


1961 


$ 5,568,624 


9,750,484 


14,424,521 


7,379,393 
3,971,129 
822,084 


41,916,235 


2,761,780 
1,877,500 


4,639,280 


83,068,492 
50,887,824 


32,180,668 


1,235,640 


209,789 


$80,181,612 


1960 


$ 3,212,852 


15,107,959 


11,887,888 


6,851,038 
3,601,457 
820,578 


41,481,772 


2,222,368 
2,557,500 


4,779,868 


80,760,484 
47,658,272 


33,102,212 


201,705 


$79,565,557 
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Balance Sheet 


LIABILITIES AND SHAREHOLDERS’ EQUITY 


December 31, 


1961 1960 
CURRENT LIABILITIES 
Accounts payable: 2 =. 2 X s 2 x oor tu SOUS = 2 & RUE MS $ 2,738,562 $ 2,594,331 
Accrued Federal income taxes . . . . . . . 1. . . ee 3,399,916 3,635,277 
Other accrued liabilities . . . . . . . . . . . . . . . 1,814,105 2,932,591 
Installment on long-term debt due within one year . . . . . . . 1,560,000 1,560,000 
Total Current Liabilities. . . . . . . . . . . . . . 9,512,583 10,722,199 
LONG-TERM DEBT AND DEFERRED ITEMS 
33% notes payable . . . . . . . . . . . . . . «. . 15,640,000 17,200,000 
Deferred Federal income taxes . . . . . . . . . ee ee 4,845,900 5,004,500 
Deferred income dcs dc UE rr Me 1,400,000 1,750,000 
21,885,900 23,954,500 
SHAREHOLDERS’ EQUITY 
Common stock—$1 par value 
Authorized—6,000,000 shares 
Issued—2,897,364 shares in 1961; 2,852,175 shares in 1960 . . 6,853,938 6,808,749 
Additional paid-in capital . . . . . . . . . . . . . . . 7,197,309 5,964,952 
Earnings retained in business after capitalization of stock dividends . 34,731,882 32,115,157 
Total Shareholders’ Equity. . . . . . . . . . . . . 48,783,129 44,888,858 


$80,181,612 


$79,565,557 
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CONSOLIDATED EARNINGS AND SUMMARY OF EARNINGS RETAINED IN BUSINESS 


INCOME 


Net sales 
Other income (net) . 


COSTS AND EXPENSES 


Cost of sales TENE 

Selling, research and administrative expenses 
Depreciation, depletion and amortization 
Interest on borrowings 


EARNINGS BEFORE FEDERAL INCOME TAXES AND SPECIAL CHARGE 
FEDERAL INCOME TAXES 


EARNINGS BEFORE SPECIAL CHARGE 


SPECIAL CHARGE 


Additional provision for agreed Price Redetermination refunds on 
prior years’ sales to the U. S. Government . 


NET EARNINGS FOR YEAR (per share $1.90 in 1961; $1.68 in 1960) . 


EARNINGS RETAINED IN BUSINESS AT BEGINNING OF YEAR 


DIVIDENDS PAID TO SHAREHOLDERS 
in cash ($.65 per share in 1961; $.50in 1960) . . . . . . . 


In stock (1%—28,674 shares at market value of $35.89 per share in 1961; 


2%—55,925 shares at market value of $20.47 per share in 1960) 


EARNINGS RETAINED IN BUSINESS AFTER CAPITALIZATION 
OF STOCK DIVIDENDS AT END OF YEAR 


SEE ACCOMPANYING NOTES TO FINANCIAL STATEMENTS 


Year Ended December 31, 


1961 
$63,840,847 


1,903,121 
65,743,968 


42,487,900 
7,945,459 
3,519,416 

684,000 

54,636,775 


11,107,193 
5,601,900 


5,505,293 


5,505,293 


32,115,157 
37,620,450 


1,859,458 


1,029,110 
2,888,568 


$34,731,882 


1960 
$62,337,053 


2,056,465 
64,393,518 


41,183,675 
8,468,361 
3,671,279 

742,500 

54,065,815 


10,327,703 
5,222,000 


5,105,703 


265,888 
4,839,815 


29,818,252 
34,658,067 


1,398,125 


. 1,144,785 
. 2,542,910 


$32,115,157 


NOTES TO FINANCIAL 
STATEMENTS 


Principles of Consolidation. The consolidated financial statements include 
the accounts of all wholly-owned subsidiaries. The accounts of Comsolmex, 
S.A., a wholly-owned Mexican subsidiary, have been converted at the cur- 
rent rate of exchange. 


Investments. During 1961 the Company acquired additional shares of the 
common stock of Northwest Nitro-Chemicals Ltd. At December 31, 1961 
the investment (including 49.8% of the common stock, 83.4% of the pre- 
ferred stock and $1,000,000 (11.8%) of the subordinate debentures) is 
carried at a cost of $3,236,711 less a reserve of $2,075,616 provided in 
prior years to state this investment at the approximate value of the under- 
lying equity in net tangible assets. 

The shares of two Italian drug companies, representing an 80% interest, 
were acquired in 1960 at a cost of $1,267,694. There has been no ma- 
terial change in the Company’s equity in the net assets of these subsidi- 
aries since the date of acquisition and no dividends have been received 
from them. 

The investment in 33.4% of the shares of Petroquimica de Mexico, S.A. 
is stated at cost less a reserve of $175,000 provided in a prior year to re- 
duce carrying value. 

Other minor investments are carried at cost. 


Long-term Debt. Notes under the loan agreements entered into with in- 
surance companies are payable in approximately equal annual install- 
ments through 1972. At December 31, 1961, $7,801,881 of the consoli- 
dated retained earnings was free of restrictions imposed by the terms of 
the loan agreements on declaration of dividends other than stock divi- 
dends. 


Shareholders’ Equity. As a result of the 1% stock dividend (28,674 shares) 
paid in December 1961, common stock issued was increased by $28,674 
(par value of the shares issued), additional paid-in capital was increased 
by the excess ($1,000,436) of the market value of such shares over par 
value, with the result that $1,029,110 of earnings retained in business 
was capitalized. 


Stock Options. At December 31, 1960 options to purchase 48,274 shares 
at prices varying from $13.94 to $20.19 per share were held by certain 
key executive employees and 55,766 shares were reserved for options 
which had not been granted. During 1961 additional options were granted 
to purchase 29,223 shares at prices of $21.00 and $31.25 per share and 
options for 16,515 shares were exercised at prices varying from $13.80 to 
$19.99 per share, an aggregate of $248,436. All option prices were in ex- 
cess of 95% of the market value of the shares when the options were 
granted. The excess ($231,921) of the proceeds over the par value has 
been credited to additional paid-in capital. 


At December 31, 1961, after adjustment for the 1% stock dividend paid 
in December 1961, there were outstanding options to purchase 61,450 
shares at prices varying from $13.80 to $31.25 per share, of which options 
on 32,089 shares were exercisable. In addition, 26,963 shares were re- 
served, for which no options had been granted. 


AUDITORS' 
REPORT 


ARTHUR YOUNG & COMPANY 


CERTIFIED PUBLIC ACCOUNTANTS 


165 BROADWAY 
New YORK 6 


The Board of Directors and Shareholders, 
Commercial Solvents Corporation: 


We have examined the accompanying 
consolidated balance sheet of Commer- 
cial Solvents Corporation and subsidiaries 
at December 31, 1961 and the related 
statement of consolidated earnings and 
summary of earnings retained in business 
for the year then ended. Our examination 
was made in accordance with generally 
accepted auditing standards, and accord- 
ingly included such tests of the accounting 
records and such other auditing proce- 
dures as we considered necessary in the 
circumstances. 


In our opinion, the statements mentioned 
above present fairly the consolidated 
financial position of Commercial Solvents 
Corporation and subsidiaries at December 
31, 1961 and the consolidated results of 
their operations for the year then ended, 
in conformity with generally accepted ac- 
counting principles applied on a basis con- 
sistent with that of the preceding year. 


February 5, 1962 
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19 6 D The annual meeting of shareholders will be held 
on April 4, 1963. A notice of the meeting, proxy 
statement and form of proxy will be sent to all 
shareholders shortly. It will assist the management 
in preparing for the meeting if shareholders who 
do not expect to attend the meeting in person will 
sign, date and return the proxy promptly. 


HIGHLIGHTS 


COMMERCIAL SOLVENTS CORPORATION 


AND CONSOLIDATED SUBSIDIARIES 


Net Sales o Ee: 
Federal, Foreign and other taxes . 
Earnings before special charge 
Per share of stock 
Net Earnings after special charge 
Per share of stock 
Dividends Paid . 
in cash : 
Per share of stock 
In stock 


Property, plant and equipment 
Expenditures during the year . 
Authorized but not expended . 

Working capital at end of year 

Long-term debt . 


Number of employees at end of year 
Wagesandsalaries. . . . . 
Cost of pension and other benefit 


Assets employed for each employee . 


Number of shareholders at end of year . 
Number of shares outstanding (less treasury 


stock) . 
Shareholders' equity 
Per share of stock 


Including 
Northwest Nitro- 
Chemicals Ltd. 
(See note) 


$80,681,120 
$ 5,863,155 
$ 5,868,898 
$2.01 
$ 4,944,490 
$1.69 


$ 2,331,071 
$.80 


1% 


$ 5,160,927 
$ 4,421,000 
$32,509,646 
$28,748,750 


2,301 
$13,615,773 
$ 1,278,869 

$42,456 


17,001 
2,932,701 


$51,976,308 
$17.72 


Note: Accounts of Northwest Nitro-Chemicals Ltd. have been included in the 
consolidated financial statements for the first time in 1962. 


*Adjusted to reflect 1% stock dividend issued December 28, 1962. 


Excluding 


Northwest Nitro- 


Chemicals Ltd. 
(See note) 


$65,582,488 
$ 5,302,768 
$ 4,862,475 
$1.67 
$ 3,938,067 
$1.35 


$ 2,331,071 
$.80 


1% 


$ 4,932,364 
$ 3,535,000 
$26,439,798 
$14,080,000 


2,003 
$12,144,452 
$ 1,228,319 

$39,575 


17,001 


2:932 7 0I 
$50,969,885 
$17.38 


$63,840,847 
$ 6,270,351 
$ 5,505,293 
$1.88* 
$ 5,505,293 
$1.88* 


$ 1,859,458 
$.65 
1% 


$ 2,606,309 
$ 3,666,000 
$28,138,095 
$15,640,000 


1,945 
$11,771,310 
$ 1,033,826 

$41,224 


17,331 
2,897,364 


$48,783,129 
$16.67* 


Тһе 
Presidents 
Letter 


In 1962 Commercial Solvents Corporation and Subsidiaries made gains in 
sales volume, breadth of operation, diversification and in the penetration of 
new markets. 


The Company operated in a highly competitive and rapidly changing 
business climate. Oversupply, weak prices, operational costs relating to startup 
and expansion activities, and an unpredictable situation in the Company’s 
fertilizer business in west Texas, adversely affected net earnings. 


Consolidated Consolidated earnings, before a special charge, were $5,868,898, or $2.01 
earnings per share. The special charge of $924,408, or 32 cents per share, recognized the 
net after-tax effect of the estimated loss in the Estes matter, which is discussed 
on page 6 of this report. After the special charge, consolidated net earnings were 
$4,944,490, or $1.69 per share. This includes $1,006,423, or 34 cents per share, 
Canadian subsidiary generated by the operations of Northwest Nitro-Chemicals Ltd., Canadian 
contributed to fertilizer company in which CSC obtained a majority interest in January, 1962. 
net earnings Northwest’s earnings reflect initial provision for Canadian income taxes in 
September, 1962. Full provision for these taxes will be made on future earnings. 
Northwest results were consolidated with those of CSC at the start of the 

1962 first quarter. 


Excluding Northwest results for purposes of comparison with the previous 
year, Commercial Solvents 1962 net earnings were $3,938,067, or $1.35 per 
share, after the special charge, as compared with $5,505,293, or $1.88 per share 


for 1961. 
23 percent increase Cash dividends paid to stockholders in 1962 rose for the third consecutive 
in cash dividends year. The per share dividend of 80 cents compared with 65 cents per share paid 
in 1961. Stockholders also received a one percent stock dividend. 
Sales ahead Consolidated 1962 sales, including those of Northwest Nitro-Chemicals 


of last year Ltd., were $80,681,120. Sales in the preceding year, which was prior to North- 
west’s consolidation, were $63,840,847. Northwest’s sales in 1962 were $15,315,810 
and compare with $12,870,876 for 1961. 


Capital investments An 88 percent increase over the preceding year in capital investments has 
for growth and given broad new support to CSC’s growth and development program. Through 
acquisition up acquisition and expansion, the Company’s production, research and marketing 

88 percent operations have been strengthened and extended in this country and in other 
areas, including the European Common Market. 

Research activities In further implementation of the management program for progress 

expanded in 1962 through innovation and increased productivity, CSC research and development 


activities were expanded and focused on specifie areas and new fields of en- 
deavor in which the Company has established goals. 


Competitive The conditions of oversupply and weak prices which plagued business 
challenge throughout 1962 intensified in the fourth quarter and are continuing without 
of 1963 let-up into the new year. This promises to make competition and the squeeze on 


profits even tougher problems in 1963. Commercial Solvents is facing these 
challenges with the new strength it has obtained from improved efficiency and 
broadened operations. 


The general rise in business activity during 1962 was a major factor in 
offsetting the effects of oversupply and soft prices in the chemical industry. 
Higher labor costs, production in excess of market demand and stiff competition 
contributed to a continuing price-profit squeeze. Manufacturing cost reduction 
programs were widespread in the industry, which is its own best customer for 
basic and intermediate chemical products. 

In this business climate, Commercial Solvents obtained further benefit from 
its improvement efforts of the past four years. A continuing contribution to 
operational effectiveness was achieved through (1) further development of low 
cost, stable sources of raw materials, including natural gas, (2) additional 
efficiencies resulting from the Company’s operational improvement programs, 
(3) increased conversion of basic chemicals to intermediate and special use 
products, and (4) higher sales volume. 

These actions will add to the Company’s competitive ability in 1963 and 
future years. 


The Company accelerated its five-year $40,000,000 growth and develop- 
ment program during 1962 according to plan. Investments in acquisitions, 
expansion and other avenues of corporate advancement totaled $9,283,000. This 
compares with similar investments of $4,927,000 in 1961, the first year of the 
program, with $3,601,000 in 1960, and with $1,352,000 in 1959. 

The $19,163,000 capital investment over the four-year period has strength- 
ened and extended the Company's unique and advantageous position in a wide 
range of products made by high pressure synthesis and by fermentation 
chemistry processes. Broad new opportunities have been created for the 
utilization of Company know-how. 

Commercial Solvents has long possessed extensive experience in these two 
major areas of the chemical industry. The Company’s work in fermentation 
chemistry began with its founding more than 40 years ago. CSC was a pioneer 
in the development and commercial application of high pressure synthesis 
techniques, and was among the first to make and market synthetic methanol in 
the U.S. 35 years ago. The Company’s capabilities in this area of chemistry were 
extended to the production of anhydrous ammonia in 1942. 

Including acquisitions in 1962, Commercial Solvents has created five new 
operating divisions and subsidiaries in the past four years. Their products, many 
of which are new to CSC, include packaged pharmaceuticals, fine chemicals, 
stabilized vitamins, resins and natural gas which the Company uses as a 
raw material. 

Early in 1962, Commercial Solvents increased its holdings of Northwest 
Nitro-Chemicals Ltd. common stock to a majority ownership of 51 percent. 
Northwest makes and markets nitrogen and phosphate fertilizers at its Medicine 
Hat, Alberta, Canada, plant for agriculture in the Canadian prairie provinces 
and the U.S. Northwest. CSC was a major participant in the founding of the 
Canadian company in 1954. 

Following a major reorientation of its management, marketing and financial 
affairs three years ago, Northwest has made rapid strides in improving the 
extent and profitability of its operations. The demand for Northwest's high 
analysis fertilizers was at high levels in 1962 and is continuing to grow. Addi- 
tional anhydrous ammonia and ammonium nitrate production facilities are now 
under construction at the Medicine Hat plant. This, and process improvements 
which will increase phosphoric and sulfuric acid production, add to North- 
west's potential. 

Northwest's contribution to CSC's consolidated net earnings for 1963 will 
reflect full provision for Canadian income taxes. Prior to September, 1962, 
provision for these taxes was not required due to the utilization of Northwest's 
loss carryovers from previous years. 
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Hoffmann-Lampis, S.p.A., Rome, 
Italy, producers of pharmaceuticals. 


t NS : CSC Research Center, Terre Haute, Indiana 
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In Europe, where the 170,000,000 consumer Common Market has de- 
veloped into a business economy comparable in size to that of the United States, 
Commercial Solvents has broadened and diversified its production, marketing 
and research operations through the acquisition of a majority interest in Istituto 
Chemioterapico Italiano, S.p.A. This 44 -year old Milan, Italy, company is 
operating as an unconsolidated CSC subsidiary. It produces pharmaceuticals in 
oral, injectible and suppository forms; and fine chemicals including sulfa drugs, 
ascorbie acid and sorbitols. These are new items for CSC. 

This acquisition adds significantly to CSC’s research capabilities, particu- 
larly in the field of synthetic organic chemistry. The research organizations of 
Istituto Chemioterapico and Commercial Solvents are engaged in joint re- 
search efforts aimed at the development of profitable new products. 

In 1962, the Company reduced its ownership of Hoffmann-Lampis, S.p.A., 
Rome, Italy, pharmaceuticals firm to 51 percent. Hoffmann-Lampis makes 
ethical and proprietary products which are sold mainly in Italy. 

CSC’s Louisiana Gas Production Company Division continued to expand 
its production of natural gas used at the Sterlington, Louisiana, plants in the 
manufacture of ammonia, methanol, nitroparaffins and thermal carbon black 
products. The finding and initial development of a new layer of gas deposits in 
the Monroe Gas Field, where Louisiana Gas operates, has increased the gas 
reserves available to CSC. This and long-term gas purchase contracts provide 
approximately two-thirds of the natural gas used at Sterlington, and assure the 
Company of a constant, economical supply of this raw material to meet ex- 
panding needs. 

The acquisition in November of the assets and business of McWhorter 
Chemicals, Inc., developer and supplier of resin products, has further diversified 
Commercial Solvents’ products and services for the paint and protective coat- 
ings industry. The Chicago, Illinois, firm has become the McWhorter Chemicals 
Company Division of CSC. The purchase is expected to add sales of approxi- 
mately $2,000,000 during 1963. 

The McWhorter acquisition adds a new line of alkyds, synthetic drying 
oils, polyester and urethane resins and vinyl latex systems to CSC’s established 
group of solvents, plasticizers, antifoam agents and emulsifiers used in the 
manufacture of surface coatings. This gives Commercial Solvents a new ability 
to meet the needs of producers of coatings, which are the largest end-use product 
group in the chemical industry. 

Operations of the MeWhorter Division are being expanded to speed the 
commercial availability of Tris-Amino? resins, a group of raw materials de- 
veloped by CSC Research for the production of advanced types of adhesives 
and protective coatings. 


The 1962 reorientation and expansion of Commercial Solvents' research 
and development activity reflects management emphasis on making progress 
through innovation, and on increasing productivity directed to the attainment 
of established goals. In the Company's quest for new principles, products and 
techniques, provision has been made for concentration by selected research 
groups on basie studies relating to major areas of CSC operations, and to new 
areas in which the Company has a promising potential. 

Commercial Solvents Corporation is engaged mainly in the production of 
basic and intermediate chemicals which our customers use in the manufacture 
of a wide range of industrial, agricultural and pharmaceutical end products. 
Accordingly, CSC research activities, including process and product develop- 
ment and technical services, have been focused on the ultimate objective of 
creating new and expanded markets in which Commercial Solvents customers 
can operate efficiently and profitably. 
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Methanol volume exceeded 1961 levels. This helped to counteract the effect 
of lower prices. Marketing operations were broadened to serve more customers. 
Further progress was made during the year in upgrading this basic chemical to 
produce higher margin products. 

Sales of CSC’s exclusive Hi-D® solid ammonium nitrate fertilizer increased 
as this free flowing, high-analysis nitrogen plant food continued to grow in 
farmer acceptance. Anhydrous ammonia volume was below 1961 Jevels, reflect- 
ing reduced sales for direct application to the soil in west Texas. In January, 
1968, the Company established a new anhydrous ammonia sales and service 
operation to meet the needs of farmers in selected areas of this market. 


Nitroparaffins sales volume rose on the basis of increased production and ex- 
panded customer assistance provided by CSC research, production and marketing 
groups in the development of new applications for these versatile products. 


The broadening of CSC’s pharmaceuticals business through acquisition 
was accompanied by continued acceptance of CSC antibiotics by manufacturers 
of ethical and proprietary products. Cycloserine, a Commercial Solvents devel- 
opment, is the antibiotic of choice in many stubborn tuberculosis cases. CSC 
bacitracin is widely used in first aid and other anti-infection preparations 
for topical use. 

The Company’s expanded animal nutrition operations added to volume 
and profits for 1962. Sales of zinc bacitracin reflected greater demand. Feeding 
at low levels for growth purposes is being augmented by use in large dosages to 
combat many poultry and farm animal diseases. Zinc bacitracin’s high retention 
through feed manufacturing and blending processes has resulted in growing 
acceptance of this product. The U.S. Food and Drug Administration’s clearance 
of zinc bacitracin for use in cattle feeds to stimulate growth and improve feed 
efficiency has opened a new avenue for the expansion of CSC sales and services 
to the feed industry. 

Operations of the Stabilized Vitamins Division, acquired in February, 
1961, contributed to the further development of CSC’s strong position in the 
animal nutrition field. With established operations in vitamins and antibiotics, 
and with expanded research and technical services geared to customer objectives, 
the Company is continuing to move ahead as a major source of quality products 
for the multi-billion dollar feed industry. 

Thermatomic Carbon Division sales of powdered and pelletized thermal 
carbon blacks advanced in 1962. This reflects the world-wide rise in the produc- 
tion of molded and extruded rubber goods. The growth of these profitable 
operations is being supported by intensive research aimed at the development of 
new carbon black products, processes and markets of benefit to our customers. 

Facilities for the full-scale production of monosodium glutamate, the food 
flavor enhancer, were completed in the latter part of 1962. Technical problems 
relating to the startup of volume operations have been largely eliminated. MSG 
prices declined sharply during the year. Monosodium glutamate marks Com- 
mercial Solvents’ entry into the food chemistry field, and is another step toward 
the Company objective of making full use of its fermentation chemistry know- 
how and facilities. 

Animal nutrition products and industrial chemicals led the growing list of 
CSC exports in 1962. New products obtained through acquisition and expansion 
add to the Company’s export potential. Chemicals bearing the labels of CSC 
and its subsidiaries are now sold in almost all free world countries. 


Commercial Solvents estimates a recovery over an extended period of 
$3,700,000 on the $5,625,850 which was carried as receivables in the Estes 
account. This estimate is based on the terms of the compromise agreement for 
liquidation of the Estes estate which was approved by the Bankruptcy Court. 
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A special charge of $924,408 was made against 1962 third quarter earnings to 
reflect the net after-tax effect of the resulting writeoff of $1,925,850. 


Two antitrust proceedings involving CSC have been instituted by the 
State of Texas, one naming the Company and the other its President. The 
Company has also been included as a defendant in various other suits which 
relate to the Estes matter. Counsel have advised that the merits of this litigation 
are with the Company and its President. 


In 1962, the loyalty and faith of the men and women of the Company made 
it possible to meet rapidly changing, competitive business situations with forth- 
rightness and determination. The capable and enthusiastic way in which CSC 
employees implemented management programs enabled the Company to con- 
tinue its forward movement toward established goals. 

In January, 1963, Dean Emanuel Thornton Weiler of Purdue University 
was elected to the Board of Directors. Dr. Weiler, an authority in the field of 
economics, is the Dean of Purdue’s School of Industrial Management and of its 
Krannert Graduate School of Industrial Administration. 

At Northwest Nitro-Chemicals Ltd., Mr. T. B. Potter was named President 
to succeed Mr. J. V. O’Leary, who retired after 35 years of valued service to 
Northwest and CSC. Mr. Potter was formerly Executive Vice President. Mr. 
A. H. Rubey was named a Vice President of the Canadian company. He was 
Plant Manager of CSC’s Peoria, Illinois plant. Both men are veterans of the 
Commercial Solvents organization. 


Appraisal of the first three years of the so-called "soaring 1960's" for 
American business reveals a different picture from the glowing predictions at 
the start of the decade. 

As forecast, this is a time of opportunity for U.S. companies to grow and 
prosper by bringing their vast capacities to bear on meeting essential human 
needs and raising standards of living. 

But it is also a time of maturity and saturation for many markets and 
products in this country. Increasingly, U.S. production must compete with 
products made in countries whose surging industrial growth has the benefits of 
labor, raw materials and other business costs which are substantially less than 
ours. The problem is further aggravated by communist competition which need 
not concern itself with costs and prices in its ideological struggle against free 
enterprise. On top of all of this are the rapidly changing conditions and the swift 
tempo of our times which add to the usual uncertainties of doing business. 

The American businessman has the responsibility of including a fair profit 
in his operations. The U.S. economy was built on the kind of healthy competi- 
tion that leads to new and better products and services which can be made 
available to more people at profitable prices they can afford to pay. A serious 
omission of any of these elements for any length of time threatens the American 
business system. 

At Commercial Solvents we believe that profitable progress will come 
through creativity and just plain hard work. With the continued support of our 
stockholders and our employees, we look ahead to new and rewarding achieve- 
ment in broadening operations and raising the return on investment in CSC. 


GA. 


President 


January 28, 1963 


COMMERCIAL SOLVENTS CORPORATION 


(Amounts, other than per share figures, expressed in thousands) 


EARNINGS DATA x 
Depreciation, 
Depletion NET EARNINGS Dividends 
and , ^ i Paid 

Year Net Sales Amortization Amount Per Share Per Share 
1953 $54,824 $3,692 $2,435 $ .89 $1.00 
1954 55,154 3,414 2,890 1.05 1.00 
1955 60,646 3,388 3,681 1.34 1.00 
1956 62,580 3,261 3,308 1.21 1.00 

1957 65,932 3,505 1,450 .53 .925 

1958 64,728 3,740 1,418 51 .275 
1959 70,381 3,680 2,851 1.00 .25 
1980 3,671 4,840 1.68 .50 
196 1 63,841 3,519 5,505 .65 
1962 (a) 80,681 4,466 4,944 (b) 1.69 (b) .80 


a SI 


FINANCIAL POSITION DATA 


PROPERTY 
WORKING CAPITAL PLANT AND EQUIPMENT 


Shareholders’ 
Equity 


Long-Term 
Debt 


Current Current Working Accumulated 
Assets Assets liabilities Capital Coast Reserves 


Dec. 31 


$38,197 


38,270 


39,134 


39,712 


38,617 


39,282 


19529 41,447 


1962 (a) 


(a) 1962 data includes Northwest Nitro-Chemicals Ltd. (b) After special charge of $924,408 or $.32 per share. 
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ASSETS 


CURRENT ASSETS 


Cash . MES c MT a Lu 
U. S. Government and other marketable securities, 
at cost approximating market . 


Accounts and notes receivable (less allowance for doubtful accounts, 


1962—$321,116; 1961—$390,658) 
Inventories, at lower of cost or market 
Finished products and materials in process . 


Raw materials and supplies 


Prepaid expenses . 


Total Current Assets 


INVESTMENTS AND NON-CURRENT RECEIVABLES 
Investments in non-consolidated foreign subsidiaries, at cost . 


Investment in Northwest Nitro-Chemicals Ltd., at cost less reserve . 


Other investments . v m 
Non-current accounts and notes receivable 


Total Investments and Non-Current Receivables 


PROPERTY, PLANT AND EQUIPMENT, at cost 
Less accumulated depreciation, depletion and amortization . 
Net Property, Plant and Equipment 


PATENTS AND OTHER INTANGIBLES, at amortized cost . 


DEFERRED CHARGES 


SEE ACCOMPANYING NOTES TO FINANCIAL STATEMENTS 


December 31, 


1962 


$ 3,851.188 


9,683,953 


13,127,076 


8,798,528 
5,156,348 
797,958 


41,415,051 


4,645,416 


43,496 


4,300,000 
8,988,912 


104,007,918 


59,325,282 
44,682,636 


1,691,404 


912,134 


$97,690,137 


1961 


$ 5,568,624 


9,750,484 


10,158,964 


7,379,393 
3,971,129 


822,084 
37,650,678 


1,267,694 
1,161,095 
332,991 


_ 6,143,057 
_ 8,904,837 


83,068,492 


50,887,824 
32,180,668 


1,235,640 


209,789 


$80,181,612 
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LIABILITIES AND SHAREHOLDERS’ EQUITY 


December 31, 


1962 1961 
CURRENT LIABILITIES 
Accounts payable . $ 4,037,970 $ 2,738,562 
Accrued Federal and Foreign income taxes . 568,247 3,399,916 
Other accrued liabilities 1,814,188 1,814,105 
Current installments on long-term debt . 2,485,000 1,560,000 
Total Current Liabilities . 8,905,405 9,512,583 
LONG-TERM DEBT AND DEFERRED ITEMS 
Long-term debt, less current installments . 28,748,750 15,640,000 
Deferred Federal and Foreign income taxes . 6,602,180 4,845,900 
Deferred income 1,000,000 1,400,000 
Total Long-Term Debt and Deferred Items 36,350,930 21,885,900 
MINORITY INTEREST IN SUBSIDIARY 457,494 — 
SHAREHOLDERS' EQUITY 
Common stock—$1 par value 
Authorized—6,000,000 shares 
Issued—2,956,401 shares in 1962; 2,897,364 shares in 1961 6,912,975 6,853,938 
Additional paid-in capital . 8,783,463 7,197,309 
Earnings retained in business after capitalization of stock dividends 36,716,360 34,731,882 
52,412,798 48,783,129 
Less cost of 23,700 shares of common stock in treasury 436,490 = 
Total Shareholders’ Equity . 51,976,308 48,783,129 
$97 690,137 $80,181,612. 
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CONSOLIDATED EARNINGS AND SUMMARY OF EARNINGS RETAINED IN BUSINESS 


INCOME 


Net sales А 
Other income (net) . 


COSTS AND EXPENSES 


Cost of sales бз Ку 

Selling, research and administrative expenses . 
Depreciation, depletion and amortization . 
Interest on borrowings . 


EARNINGS BEFORE FEDERAL AND FOREIGN INCOME TAXES, MINORITY 
INTEREST AND SPECIAL CHARGE . 


FEDERAL AND FOREIGN INCOME TAXES . 

MINORITY INTEREST IN EARNINGS OF SUBSIDIARY . 

EARNINGS BEFORE SPECIAL CHARGE 

SPECIAL CHARGE (See page 6 of the President's Letter) 

NET EARNINGS FOR YEAR ($1.69 per share in 1962; $1.88 in 1961) 


EARNINGS RETAINED IN BUSINESS AT BEGINNING OF YEAR 


DIVIDENDS PAID TO SHAREHOLDERS 


In cash ($.80 per share in 1962; $.65 іп 1961) . . . . . . . . 
In stock—1% (29,037 shares at market value of $21.66 per share in 1962; 
28,674 shares at market value of $35.89 per share in 1961). 


EARNINGS RETAINED IN BUSINESS AFTER CAPITALIZATION OF 
STOCK DIVIDENDS AT END OF YEAR . 


SEE ACCOMPANYING NOTES TO FINANCIAL STATEMENTS 


Year Ended December 31, 


1962 


$80,681,120 


1,651,089 
82,332,209 


56,013,490 
9,445,812 
4,465,669 


1,061,117 
70,986,088 


11,346,121 


5,025,900 


451,323 


5,868,898 


924,408 


4,944,490 


34,731,882 


39,676,372 


2,331,071 


628,941 


2,960,012 


$36,716,360 


1961 


$63,840,847 


1,903,121 
_65,743,968 


42,487,900 
7,945,459 
3,519,416 

684,000 


_54,636,775 


11,107,193 


5,601,900 


5,505,293 


5,905,293 


pe 115.157 


37,620,450 


1,859,458 


1,029,110 
2,888,568 


$34,731,882 


Notes to Consolidated Financ 


al Statements 


Principles of Consolidation. The consolidated financial statements include the 
accounts of all wholly-owned subsidiaries and, for the entire year, those of 
Northwest Nitro-Chemicals Ltd., a Canadian subsidiary, in which a majority 
interest was acquired early in 1962 when the Company increased its 
ownership in the common stock of that subsidiary to 51%. 


The accounts of Northwest and of Comsolmex, S.A., a Mexican subsidiary, 
have been expressed in U.S. dollars at the official rates of exchange in 
effect at December 31, 1962. 


The following is a condensed balance sheet of Northwest at December 31, 
1962 expressed in U.S. dollars. 


Current assets. + . > > «© «© «© o $ 7,991,956 
Property, plant and equipment—net . . . . 11,302,945 
Deferred charge pertaining to long-term debt . 790,708 

$20,085,609 


Current liabilities (including $214,461 payable to CSC) $ 1,926,329 


Long-term debt (including $1,367,500 payabletoCSC) . 16,036,250 
Deferred Canadian income taxes . . . . 578,680 
Preferred and common stock and surplus 1,544,350 

$20,085,609 


Investments in Non-Consolidated Foreign Subsidiaries. During the year, 
the Company increased its investments in non-consolidated foreign subsid- 
¡aries by $3,377,722, of which $1,016,250 represents the market value of 
30,000 shares of common stock issued by the Company. At December 31, 
1962 these investments were represented by a 51% interest in three 
Italian companies which produce pharmaceuticals and fine chemicals. The 
equity of the Company in the 1962 net loss of these subsidiaries was 


approximately $170,000. 


Long-term Debt. Long-term debt outstanding at December 31, 1962 is 


shown in the following summary: 
Current 


Installments Long-term 
COMMERCIAL SOLVENTS CORPORATION 
3%% notes payable to insurance 


companies in annual installments 


through 1972 . . . . . . $ 1,560,000 


NORTHWEST NITRO-CHEMICALS LTD, 
53476 First Mortgage Serial Bonds of 
1960 payable in annual installments 


$14,080,000 


through 1970 . . . +. . +. $ 925,000 $ 7,168,750 
Subordinate Debentures of 1960 due 
June 30, 1979 bearing interest at 
6% fram July 1, 1965 through June 
30, 1970 and thereafter at 612%, 
redeemable at $105 to June 30, 
1970 and at reducing amounts 

thereafter s . . o o s v. — 7,500,000 

$ 925,000 $14,668,750 

$ 2,485,000 $28,748,750 


The loan agreements covering the 3 34% notes payable to insurance com- 
panies impose certain restrictions on the declaration of dividends other than 
stock dividends. At December 31, 1962 $7,681,986 of the consolidated 
retained earnings was free of such restrictions. 


The 5%% First Mortgage Serial Bonds of 1960 of Northwest Nitro- 
Chemicals Ltd. are secured by all of its property, plant and equipment and 
a first floating charge on all its other property and assets. The mortgage 
bonds, subordinate debentures and preferred stack of Northwest contain a 
number of restrictions, including among others, those pertaining to the 
payment of dividends, 


Federal and Foreign Income Taxes. For income tax purposes, depreciation 
has been computed on approved accelerated methods, including the bases 
set forth in the guidelines issued in 1962 by the U.S. Internal Revenue 
Service, as contrasted with the straight-line method over estimated useful 
lives used in the financial statements. As a result, payment of approximately 
$1,560,000 of the income taxes charged against 1962 earnings has been 
deferred to future years when the deductions allowable for income tax 
purposes will be correspondingly less than the amounts then includable in 
the financial statements. 


The provision for Federal and Foreign income taxes relates to earnings 
before special charge and therefore does not include the reduction of 
$1,001,442 attributable to that charge. Prior years’ losses of Northwest 
Nitro-Chemicals Ltd. reduced the 1962 provision for Federal and Foreign 
income taxes by $468,000. 


Shareholders' Equity. As a result of the 30,000 shares issued by the Com- 
pany in connection with its increase in investments in non-consolidated foreign 
subsidiaries and the 29,037 shares paid as a 1% stock dividend in December 
1962, common stock issued was increased by $59,037 (par value of the 
shares issued) and additional paid-in capital was increased by the excess 
($1,586,154) of the respective market values of such shares over par value. 
Earnings retained in business were reduced by $628,941 capitalized in 
connection with the stock dividend. 


Stock Options. At December 31, 1961 options to purchase 61,450 shares 
at prices varying from $13.80 to $31.25 per share were held by certain 
key executive employees and 26,963 shares were reserved for options 
which had not been granted. All option prices were in excess of 95% of the 
market value of the shares when the options were granted. During 1962 an 
option previously granted for 500 shares at $31.25 per share was 
terminated. No options were either exercised or granted in 1962. 


At December 31, 1962, after adjustment for the 1% stock dividend paid in 
December 1962, there were outstanding options to purchase 61,560 shares 
at prices varying from $13.66 to $30.94 per share, of which options on 
32,411 shares were exercisable. In addition, 27,737 shares were reserved 
for which no options had been granted. 

Litigation. An antitrust proceeding involving the Company has been 
instituted by the State of Texas. The Company has also been included as a 
defendant in various other suits brought by others which relate to the Estes 
matter and are pending in Texas. The Company has denied all these 
charges, and Counsel have advised that the merits of this litigation are with 
the Company. No provision with respect to these actions has been made in 
the Company's accounts. 


AUDITORS’ REPORT 


ARTHUR YOUNG & COMPANY 
CERTIFIED PUBLIC ACCOUNTANTS 


168 BROADWAY 
NEw YORK 6 


The Board of Directors and Shareholders 
Commercial Solvents Corporation 


We have examined the accompanying 
consolidated balance sheet of Commercial 
Solvents Corporation and subsidiaries at 
December 31, 1962 and the related statement 
of consolidated earnings and summary of 
earnings retained in business for the year 
then ended. Our examination was made in 
accordance with generally accepted auditing 
Standards, and accordingly included such 
tests of the accounting records and such 
other auditing procedures as we considered 
necessary in the circumstances. 

In our opinion, the statements mentioned 
above present fairly the consolidated 
financial position of Commercial Solvents 
Corporation and subsidiaries at December 
31, 1962 and the consolidated results of 
their operations for the year then ended, 
in conformity with generally accepted 
accounting principles applied on a basis 
consistent with that of the preceding year. 
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THE ADVANCES made by Commercial Solvents Cor- 
poration in 1963 reflect the diversity, competitive effec- 
tiveness and growth capacity which the Company has 
achieved in the past five years. 


The stability and profitability which CSC showed under 
highly competitive conditions are due primarily to the 
Company's improved position as a basic, integrated 
chemical producer, and to the expanded range of prod- 
ucts and services which CSC now provides for agricul- 
ture, for the chemical and other industries, and for human 
use. In 1963 the Corporation showed that its results are 
not tied to market fluctuations in any one product or 
product group. 


CSC's greater span of operations is indicated by 
1963 consolidated sales which were the highest in the 
Company's 44-year history: $86,198,658. Annual sales 
volume is approaching the $100,000,000 range at the start 
of 1964. Sales in 1962 totaled $80,681,120. 


Consolidated net earnings for 1963 were $5,984,464, 
or $2.00 per share of common stock outstanding at the 
year end. This compares with $4,944,490, or $1.67 per 
share for 1962, after an extraordinary charge of $924,408, 
or 31 cents per share, which reflected the net after-tax 
effect of the Company's estimated loss on its west Texas 
fertilizer business. The 1963 net earnings are four times 
those of 1958 and are the highest in 12 years. 


Cash dividends paid to common stockholders in 1963 
totaled $2,427,776. This compares with $2,331,071 for 1962. 
Common stockholders received dividends aggregating 
821/2 cents per share for the year, as compared with 80 
cents for the preceding year. A 12.5 percent increase in 
the dividend on the common stock was voted by the 
Board of Directors for the 1963 fourth quarter. This in- 
creased the quarterly dividend to a level which would 
amount to 90 cents per share on an annual basis. A one 
percent common stock dividend payable at the year end 
also was voted by the Board. 


Holders of CSC's new Series A convertible preferred 
stock received an initial dividend of 13% cents per 
share covering the period from November 8 through 
December 31, 1963. This represented a quarterly divi- 
dend rate of 221/2 cents per share on the preferred. 


Commercial Solvents has geared its efforts in support 
of the corporate growth and development program to a 
dynamic concept: CSC Value Engineering. The essence 
of this concept is simply to make the wisest use of every 
human and material resource of the Company. CSC Value 
Engineering has two key objectives: to improve and ex- 
pand the Company's pattern of growth, and to increase 
the volume and profitability of current operations. In 
practice, CSC Value Engineering is the constant, con- 
scious business of making sure that what we plan and do 
is necessary, timely and sufficient, but not excessive to 
the achievement of rewarding progress. 


Through this concept, CSC is improving its abilities to 
find and make more and better products to sell at com- 
petitive, profitable prices. Value Engineering is generat- 
ing the base and the means for further development and 
growth. 


Through the five year $40,000,000 growth and devel- 
opment program which was started in 1961, the Com- 
pany continued to expand the sound, basic areas of its 
business and to enter new fields where CSC knowhow, 
finances and other resources can be profitably put to 
work. During 1963, $14,373,000 was invested for these 
purposes, bringing the total for the first three years of 
the program to $28,507,000. 


NET SALES 


1958 1959 1960 


1961 


1962 


CSC's 1963 operations, which are described on the 
pages which follow, include the increase of ownership 
in Northwest Nitro-Chemicals Ltd., common shares from 
51 to 93.4 percent. This CSC Canadian subsidiary makes 
and markets nitrogen and phosphate fertilizers. 


Higher product volume for the chemical industry re- 
sulted from the completion of new manufacturing facili- 
ties for basic and intermediate chemicals. The production 
of low cost natural gas by the Louisiana Gas Production 
Company Division was stepped up to meet the Com- 
pany's raw material and fuel requirements. 


Products and services for other industries were broad- 
ened through the October, 1963, purchase of Olin Math- 
ieson's industrial explosives business, now the U. S. 
Powder Company, a CSC division. 


In products and services for human use, the worldwide 
acceptance of cycloserine and zinc bacitracin, antibiotics 
made by CSC, continued to advance. Substantial cost 
efficiencies were achieved in making MSG, the food 
flavor enhancer. 


Six new members of the Board of Directors have 
been elected. They are drawn from the top echelon of 
American business and of the Company’s management. 
Mr. Ivan L. Wiles, a retired Executive Vice President 
and former Director of General Motors Corporation, 
joined the Board in April. Later in the year, Mr. W. Ward 
Jackson, Sales Vice President; Mr. William S. Leon- 
hardt, Financial Vice President; Dr. С. W. McMillan, 
Vice President for Research and Development, and Mr. 
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NET EARNINGS PER SHARE 


Dollars 


2.00 


1.50 


1.00 


1958 1959 1960 1961 1962 1963 


J. E. Wheeler, Production Vice President, were elected 
to the Board. The presence of five senior CSC execu- 
tives on the 14 man Board assures the continuity of man- 
agement's contribution at the major planning and policy 
making level. In January, 1964, Mr. Joseph А. Thomas, 
a partner in the investment banking firm of Lehman 
Brothers, was elected a Director of CSC. 


There has been a substantial improvement in the Com- 
pany's position with respect to litigation in Texas arising 
out of CSC's sales of fertilizer to the Estes organization. 
All actions in which monetary claims were asserted 
against the Company have been dismissed, except for 
the civil antitrust action instituted by the State of Texas, 
which has heretofore been reported to our stockholders, 
and a treble-damage antitrust suit brought by a local 
dealer, both of which are being vigorously contested. 
The antitrust indictment against your President in Potter 
County, Texas, has been dismissed. 


As the result of actions taken since 1958, Commercial 
Solvents is today a far different and stronger company. 
Vigorous, determined effort to make maximum use of 
CSC's resources and potential has resulted in the high- 
est sales in the Company's history, a 300 percent in- 
crease of net earnings in five years, a healthy higher 
payout of dividends to stockholders, and a marked im- 
provement in return on investment. 


| want to express my deep and sincere appreciation 
for the many expressions of confidence and encourage- 
ment which | have received during the past year. In 1964 
your Company will continue to make maximum use of its 


GC. 


President 


February 11, 1964 


CASH FLOW continued to be adequate to meet the 
Company's demands for expansion, dividend require- 
ments and debt retirement. 


The ratio of current assets to current liabilities was 3.8 
to 1 at the year end. Working capital increased by 
$1,886,412 to $34,396,058. Higher sales volume, including 
sales by our new U.S. Powder Company Division, ac- 
counted for the increase of $3,316,976 in the gross 
amount of accounts and notes receivable duringthe year. 
Higher inventories were required due to operations of 
the U.S. Powder Company Division. 

In 1962, at the time that CSC estimated a recovery of 
about $3,700,000 from the bankrupt Estes estate, it was 
reported by the Company that the amount to be recov- 
ered could be further reduced and, if circumstances 
should require, further reserves would be provided. Since 
then, no changes have occurred indicating the need for 


CASH DIVIDENDS PAID PER SHARE 


Dollars 
1.00 


1958 1959 1960 1961 1962 1963 


Financial Review 


further reserves. The resolution of complex legal ques- 
tions which are involved in the pending bankruptcy pro- 
ceedings cannot now be predicted, and may affect the 
ultimate outcome. 

Consolidated long-term indebtedness was reduced by 
$2,485,000 during 1963 in accordance with schedule. At 
the year end this indebtedness was $26,263,750. 


At a special stockholders’ meeting in September 1963, 
1,000,000 shares of CSC preferred stock, $20 par value, 
were authorized. Of these shares, 273,400 were desig- 
nated as Series A preferred stock 4.5 percent, cumula- 
tive convertible. A total of 236,619 shares of the Series A 
preferred were exchanged for 2,898,583 common shares 
of Northwest Nitro-Chemicals Ltd., CSC's Canadian fer- 
tilizer subsidiary. 

As the result of the exchange offer, which expired on 
January 20, 1964, CSC increased its ownership of North- 
west common shares from 51 to 93.4 percent. This ex- 
change transaction has been treated as a “pooling of 
interests” in the 1963 consolidated financial statements. 
The accounts of Northwest were first included in the con- 
solidated financial statements in 1962, early in which 
year the Company obtained a majority interest of 51 per- 
cent in the common shares of Northwest. 

Shareholders' equity (preferred and common) in the 
Company rose to $55,779,775 at the end of 1963, an in- 
crease of $3,803,467 during the year. 


Accumulated 
Depreciation 
Reserves, 


TOTAL А$$ЕТ$ Ez 
$ Millions 
т 110 
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HIGHLIGHTS 


Commercial Solvents Corporation and Consolidated Subsidiaries 


1963 1962 
Net Sales . . оа ЗММ. $86,198,658 $80,681,120 
Federal, Foreign and other taxes Б 66g . .. lc | $ 6,932,320 $ 5,863,155 
Earnings before extraordinary charge . . . TENER $ 5,984,464 $ 5,868,898 
Per share of common stock (after preferred Bi idend) Ee $2.00 $1.98* 
Net Earnings after extraordinary charge . . . 9 $ 5,984,464 $ 4,944,490 
Per share of common stock (after preferred dividend) . Nos - $2.00 $1.67* 
Dividends Paid 
Common Soeki EE co ss 5 o... . . X $ 2,427,776 $2,331,071 
Per gueelssd:.:.- 4 оаа $.82% $.80 
Common Stock—in stock . . MM. 196 196 
Series A, 4.596 Preferred Stock— in cash (ШЕ dividend) IER $28,103 — 
Per share of stock . . . . . . AU $.13% — 
Property, plant and equipment 
Expenditures duringtheyear . . . . . . . . . . . $ 6,295,918 $ 5,160,927 
Authorized but notexpended . . . . . . . . . . . $ 953,000 $ 4,421,000 
Working capital at end of year . . . . . . . . . . . $34,396,058 $32,509,646 
Гопеш ЕБ у... . . X $26,263,750 $28,748,750 
| Number of employees at епа of year. . . . . . . . . . 2,386 2,301 
Wages andsalaries. . . 0 « s. . . TTE $14,511,551 $13,615,773 
Cost of pension and other Бела EX . . . . $ 1,312,609 $ 1,278,869 
Assets employed for each employee. . . . . . . . . . $43,427 $42,456 
Number of shareholders at end of year 
Commonstock . . 5 о .. .к лн 16,115 17,001 
Series A, 4.596 Preferred Stock "E... vo. EA 2,309 — 
Number of shares outstanding (less treasury stock) 
Common stock . . NM. . . . чё 2,982,560 2,932,701 
| Series A, 4.5% Preferred stock o . р 236,619 = 
| Common stock shareholders’ equity . . . . . . . . . $51,047,395 $51,976,308 
| Per share of common stock . . . . . . . . . . . $17.12 $17.55* 


* Adjusted to reflect 1% stock dividend issued December 31, 1963. 


€ Sc OPERATIONS REVIEW—1963 


SPECIAL REPORT 


Value Engineering at CSC 


CSC VALUE ENGINEERING is a constant, conscious 
drive to make sure that everything we plan and do is 
necessary, timely and sufficient, but not excessive to 
the achievement of rewarding progress. 

Value Engineering at CSC requires of its people, 
and builds within them, the desire and the ability to 
move the Company ahead through creative innovation. 
This, in plain words, is finding a better way to get a 
job done, and then doing the job better than it ever 
has been done. In short, CSC Value Engineering is 
the business of creating and doing, with imagination, 
drive, efficiency and profitability. 

Here are some of the results of CSC Value Engi- 
neering for 1963: 


PRODUCT ACCEPTANCE: A Company-wide drive 
spearheaded by CSC Research built new qualities 
and more customer value into many CSC products. 
Guidelines for the improvements were provided in 
customer contact reports by CSC sales and technical 
service personnel. Among the developments: 


. . . Expanded use of CSC's patented Tris Amino? 
resins as raw materials for modern adhesives and as 
process materials in the manufacture of particle board. 


..."Clean" thermal carbon blacks, whose improved 
nonstaining and mass strength qualities will make them 


CSC President M. C. Wheeler and the 


Engineering Vice President J. F. Dudley 


more effective and easier to use in the manufacture of 
molded and extruded rubber goods. 


. .. Creation of a new market for MSG in the animal 
nutrition field, where this food flavor booster is now 
being used to improve feed efficiency by increasing 
the palatability of starter rations. 


PROCESS INNOVATION: Cost-cutting process 
changes developed in CSC's laboratories and test 
facilities advanced the Company's competitive posi- 
tion on many of its products. The work of CSC bac- 
teriologists and microbiologists resulted in the use of 
improved bacterial cultures and starting materials for 
products made by fermentation chemistry. Among the 
benefits derived from this coordinated research, pro- 
duction and engineering effort are higher product 
yields, fewer production steps, lower equipment costs 
and a better chemical engineering base for designing 
efficient operations. 


PRODUCTION UNITY: By closing the obsolete 
Peoria, Illinois, plant after 40 years of operation, the 
Company has been able to withdraw from the manu- 
facture of certain unprofitable products. CSC is con- 
centrating its production of other items, including 


Company’s Planning Group coordinate efforts 


6 to improve operations, increase profitability. works out a construction change at a 


chemical derivatives unit to eliminate 
production steps, raise efficiency. 


wisest use of every human and material resource 
of the Company...improve and expand CSC's 
pattern of growth... increase the volume and 
profitability of current operations... generate the 
base and the means for further development 


and growth.” 
— Maynard С. Wheeler, CSC's President, in his 
letter to stockholders, 1963 Annual Report. 


| "Through Value Engineering... make the 
1 


Baciferm®, choline supplements and certain chemical 
derivatives, in plants where the basic and intermediate 
materials used in their production are made. 


Financial Vice President W. S. Leonhardt 
works with CSC's Corporation Counsel, Controller 


EXPANSION OF INTEGRATED POSITION: In sup- and Budget Director in shaping earnings/cost 

port of growing high pressure synthesis operations at management procedures. 

the Sterlington, Louisiana, plant, activities of the Loui- PENITA. ERP 
siana Gas Production Company Division were broad- HA Am с 


ened to increase the flow of low cost natural gas used 
as a raw material and fuel. New exploration and drill- 
ing activities include joint ventures to develop addi- 
tional gas reserves near the Monroe Gas Field where 
Louisiana Gas Production operations are concentrated. 


During 1963, the Company moved closer to an inte- 
grated raw materials position for its many products 
made by fermentation processes from agricultural raw 
materials. The use of corn sugars and starches for 
these purposes is the subject of continuing investiga- 
tion by CSC Research. 


EARNINGS/COST MANAGEMENT: The application 
of advanced methods for analyzing and reporting mar- 
keting results and the costs of doing business provides 
CSC top management with vital data for immediate 
control and long term planning. Detailed financial 
studies established during the year are now furnishing 


— 
Taj 
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the basis for more effective cost consciousness Sales Vice President W. W. Jackson 
meets with staff members in mapping 


plans for CSC's 1964 marketing program. 


throughout CSC. 


Production Vice President J. E. Wheeler checks Dr. G. W. McMillan, Vice President in charge of 
product yields following the unification of Research and Development, reviews progress on the 
manufacturing processes. development of improved processes for CSC's high 7 


pressure synthesis operations. 


CSC OPERATIONS REVIEW-1963 _ : 


Products and Services 


NITROGEN AND PHOSPHATE FERTILIZERS: Produc- 
tion and sales of anhydrous ammonia, nitrogen solutions 
and Hi-D solid ammonium nitrate fertilizers were at high 
levels. Sharply competitive marketing conditions kept 
prices under pressure throughout the year. 


Plant Expansion: The construction of new anhydrous 
ammonia storage facilities at the Sterlington, Louisiana, 
SPREADING Ease of application and plant enables the Company to build a larger inventory 
handling helped to keep sales of CSC’s Hi-D® of year-round production for handling peak season de- 
solid ammonium nitrate at high levels. mands. The new facilities permit greater speed and flex- 
ibility in converting anhydrous ammonia to other forms of 
CSC nitrogen fertilizers in accordance with changes in 
customer preference. 


Sales and Service Expansion: Additional equipment 
for the distribution and application of anhydrous ammonia 
was put into operation in West Texas. Customer services 
provided by the Company’s fertilizer organization in this 
area include the application of anhydrous ammonia to 
the soil. 


Northwest Nitro-Chemicals Ltd.: CSC’s Canadian 
nitrogen and phosphate fertilizer subsidiary continued to 
move ahead in profitable sales. This continues a trend 


IMPROVEMENTS The work of Company established three years ago when CSC took a major 
research chemists and scientists broadened 
the usefulness of many CSC agricultural 

products and services during 1963. finances and marketing program. Northwest makes and 


part in the reorganization and restructure of Northwest's 


markets ammonium nitrate and a group of ammonium 
phosphate fertilizers which are formulated especially for 
the grain and other principal crops in Northwest's Cana- 
dian and U.S. primary marketing areas. 


An expansion of ammonium nitrate and anhydrous am- 
monia production facilities at Northwest's Medicine Hat, 
Alberta, plant was completed during the year. This en- 
abled Northwest to step up sales of high analysis ferti- 
lizer products to customers in the growing agricultural 
regions of the north-central and northwestern United 
States and Canada’s western provinces. 


CSC's ownership of Northwest's common shares was 
increased from 51 to 93.4 percent as the result of broad 


EXPANSION New fertilizer production facilities at 
Northwest Nitro-Chemicals Ltd. enabled this 
Canadian subsidiary to increase sales. 


Commercial Solvents Corporation draws on the 
full range of its high pressure synthesis and 
fermentation chemistry knowhow to provide 
agriculture with nitrogen and phosphate 

fertilizers, antibiotic and vitamin feed supplements, 
pesticides and other specialty use farm products. 
ESC agricultural chemical and animal nutrition 


а 
fo r A ri C Ц Itu r a operations now span the major farming regions of 
North America, including Canada and Mexico. 


acceptance by Northwest shareholders of CSC's offer to 
exchange one share of its new Series A Convertible Pre- 
ferred Stock for 121% shares of Northwest common. The 
exchange was declared effective on November 8, 1963. 
CSC also owns 83.4 percent of Northwest's preferred 
shares and 11.8 percent of its subordinate debentures 
of 1960. 

The increase in ownership resulting from the exchange 
offer places CSC in an improved position to apply its 
broad resources to Northwest's continued growth and 


development. CSC will utilize its manpower, agricultural ACCEPTANCE Shipments of antibiotic and vitamin 
Н : See > feed supplements go to feed manufacturers 
chemicals experience and other capabilities in the areas throughout the nation. 


of finance, research, production and marketing to accel- 
erate the expansion and improvement of Northwest's 
products and services. 


FEED SUPPLEMENTS: This product group continued to 
enjoy broad acceptance for increasing the health, growth 
and feed efficiency of poultry and farm animals. 

Baciferm® Sales Up: Higher volume was recorded for 
these zinc bacitracin feed supplements. A patented de- 
velopment of CSC Research, zinc bacitracin's stability 
and high potency retention qualities are increasing its 
popularity among feed manufacturers. 


= 


Stabilized Vitamins: The production and marketing of 
stabilized forms of the vitamins A, D and E, and selected 
premixes, continued to build CSC's position as a major 
supplier of essential products to the feeds industry. Cost 
improvement and increased vitamin A sales volume [m 
eased the adverse effects of a highly competitive market жа pie pa c ME cem Lo 
situation and price decline. Through continuing emphasis animals that get to market sooner. 
on production efficiency and customer service, the out- 


look is for better results in the new year. | PIG STARTER 
| PREFERENCE COMPARISON 


PESTICIDES: Dilan®, metaldehyde and ethyl formate Commercial Solvents Corporation 
sold in volume comparable to the previous year for use - + - ——4 - 


in selective crop pest control. CONTROL ' | CONTROL + 
(NO MSG) 0.3% MSG (CSC) | 
e 


Pr TA ieee | 
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Sales of nitromethane, monomethylamine, dimethyla- - 


mine and propionic acid for the manufacture of pesti- 
cides by CSC customers continued at substantial levels. 


»! _ # 
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FEED EFFICIENCY The addition of MSG, the food 
flavor booster, to their starter rations makes 
these piglets eat heartier, grow faster. 


ESE OPERATIONS REVIEW—1963 


Products and Services for the 


BASIC CHEMICALS: During 1963, these CSC products 
were sold to a larger group of customers for a substantially 
increased range of uses. Intensified sales efforts resulted 
in greater penetration of existing markets and entry into 
new ones. 


Anhydrous ammonia: Sales were higher than in the pre- 
vious year. Expanded chemical industry markets for CSC 
ammonia include the manufacture of fine chemicals, 
pharmaceuticals and chemical intermediates. 


Methanol: Sales and prices were off from 1962 levels. 
CSC's flexible position as an integrated methanol pro- 
ducer permits the Company to swing increased quanti- 
ties of this basic chemical into captive use for the manu- 
facture of higher margin items. 

Nitromethane, nitroethane and related basic chemi- 
cals moved in volume to a diversified customer list. 

Industrial alcohols: Prices were steady for this group, 
which includes ethyl alcohol, butanol and their deriva- 
tives. Volume was about the same as for the preceding 
year. 


INTERMEDIATE CHEMICALS: CSC's established posi- 
tion as a producer and supplier of intermediate chemi- 


CHECKOUT Weathering tests prove the effective- 
ness of paint vehicles made from CSC chemicals 
by the McWhorter Chemicals Company Division. 


GROWING CSC’s Sterlington, Louisiana, plant, 
where methanol, ammonia and many derivatives 
of these basic chemicals are made. 


10 


The chemical industry is its own best customer. 
Commercial Solvents, as a raw materials 
integrated producer of basic and intermediate 


m" 
( h (E m i C a i | n d u st r chemicals, sells many products in substantial 
volume to other chemical companies. 


cals to the chemical industry was broadened through new 
products and services for the paint and protective coat- 
ings field. 

As anticipated, the McWhorter Chemicals Company, 
in its first full year as a CSC Division, added about 
$2,000,000 in profitable business to total sales volume. 
At its Chicago plant, this resins producer is now upgrad- 
ing various CSC basic and intermediate chemicals in the 


manufacture of alkyds, synthetic drying oils, polyester 
and urethane resins and vinyl latex systems for the paint 
and protective coatings segment of the chemical indus- 
try. McWhorter technical service work in solving cus- 
tomer production problems has resulted in interesting 


new applications for several CSC high pressure synthe- 
sis chemicals. 

Increased quantities of Tris Amino® resins, a group of 
chemical raw materials developed by CSC Research, 
are now being marketed through McWhorter for the pro- 
duction of advanced types of protective coatings. 

CSC’s other intermediate chemicals include the ADVANCE Paint chemists at CSC's research 
methylamines, 2-amino-2-methyl-1-propanol, formalde- EBS ata de RAI O 

resins in modern protective coatings. 
hyde, urea-formaldehyde and pentaerythritol. These 


products sold in volume at levels and prices which were 


below those of the previous year. MODERN At the Terre Haute, Indiana, plant, methylamines 
production is carefully regulated from this control panel. 
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TEXTILE INDUSTRY Making and dyeing modern 
fibers are among the uses of CSC chemicals 
in the textile industry. 


PRINTING INDUSTRY High speed, exacting 
lithography, such as printing labels on 
aluminum foil, calls for inks made with 
CSC process chemicals. 


PROCESS CHEMICALS: CSC's production and market- 
ing of chemicals used in a wide range of manufacturing 
processes rose sharply in 1963. These products, which 
include the hydroxylamines, Alkaterge® and tributyl phos- 
phate, are produced through the captive upgrading of 
CSC basic and intermediate chemicals. 


Plant Expansion: А multimillion dollar expansion of 
high pressure synthesis facilities was completed in 1963 
to meet the anticipated demand for CSC chemical 
derivatives. 


THERMAL CARBON BLACKS: The Thermatomic Car- 
bon Company Division posted an all-time high for sales 
of its products in 1963. This reflected a substantial rise 
in the worldwide production of molded and extruded rub- 
ber goods for which thermal carbon blacks are required. 
Prices for certain Thermatomic products advanced at 
mid-year, 

Increased Share of Growing Market: Process innova- 
tions developed by CSC Research resulted in improved 
thermal carbon products which found quick acceptance 
in the growing rubber industry. The elimination of carbon 
black's tendency to stain light-colored rubber goods and 
greater mass strength make Thermatomic products more 
desirable in this field. 


INDUSTRIAL EXPLOSIVES: A major expansion of CSC 
products and services for the mining, quarrying, drilling 
and construction industries took place on October 1, 
1963, when the Company acquired the industrial explo- 
sives business of the Olin Mathieson Chemical Corpora- 
tion. The acquisition is contributing to CSC sales and 
earnings. 


Newest CSC Division: These operations are now the 
U.S. Powder Company, a Division of CSC, with head- 
quarters at Terre Haute, Indiana. Included in the acqui- 
sition are plants at Marion, Illinois; Tacoma, Washington, 
and Mount Braddock, Pennsylvania; a nationwide market- 
ing, distribution and warehousing organization; raw mate- 


ЩЕ 


Other Industries 


rial and finished product inventories; leases; patents; 
various other assets relating to explosives production, 
and the U.S. Airbreaker® business, an advanced mining 
system which dislodges underground coal through the 
controlled release of compressed air. 


Outlook: A top level CSC management task force 
representing research, production, marketing and finance 
is coordinating the further improvement of U.S. Powder 
operations through the utilization of CSC resources. Com- 
mercial Solvents is swinging its broad nitrogen chemistry 
knowhow into the development of new, high efficiency 
energy-releasing materials for inclusion in U.S. Powder's 
product lines. 


BROAD USE CSC chemicals for industry 
find their way into literally hundreds of 
Manufacturing processes and consumer products. 


CSC serves its industrial customers with 

chemicals which find their way into almost every 

line of consumer goods. Principal users of 

CSC products are in the petroleum, textile, rubber, 
explosives, fuel additive and missile propellant 

fields. CSC industrial customers purchase substantial 
quantities of the basic and intermediate products 
which the Company supplies to the chemical industry. 


| 

is 
MINING, QUARRYING, DRILLING, 
CONSTRUCTION INDUSTRIES This is one of 
the modern units for making industrial explosives 
at the Marion, lilinois, plant of CSC's newly 
acquired U.S. Powder Company Division. 


í EN 


RUBBER INDUSTRY Sales of Thermax and 
other products of the Thermatomic Carbon 
Company Division reached new highs as 13 
worldwide rubber production rose. 


SAFE CSC zinc bacitracin, formulated by a 
pharmaceuticals customer into a topical ointment, 


keeps this youngster safe from infection. 


CONTROL Step-by-step process checks 
assure the quality and effectiveness of 
CSC pharmaceuticals, fine chemicals and 
other products for human use. 


BACITRACIN: The proven effectiveness of this 
antibiotic in treating skin irritations and infections 
was reflected in 1963 sales which compared favor- 
ably with the preceding year. Bacitracin is marketed 
by CSC customers in a variety of topical forms for 
first aid and sustained treatment. 


CYCLOSERINE: Bulk sales of this antibiotic for 
the treatment of tuberculosis and certain genito- 
urinary tract infections reflected its growing ac- 
ceptance by the medical profession in many parts 
of the world. Developed and manufactured by CSC, 
cycloserine is marketed through Eli Lilly & Company. 


MONOSODIUM GLUTAMATE: Sales of this flavor- 
enhancing food additive advanced in a highly com- 
petitive market. The price weakness of the preced- 
ing year persisted in 1963. 


Cost Efficiency: CSC’s competitive position on 
MSG showed marked improvement during the year. 
This is due mainly to cost reducing innovations de- 
veloped by CSC research for the fermentation 
chemistry processes used in making MSG. CSC in- 
creased its share of the 1963 market of this product. 


Outlook: The commercial use of MSG is expected 
to maintain its current upward trend as pre-cooked 
and partially prepared foods continue to gain in 
popularity. 


OTHER CSC PRODUCTS for human use include 
riboflavin; choline salts; hexetidine, an ingredient 
in mouthwash preparations; and tris nitro, an anti- 
bacterial agent used in industrial cutting oils to 
protect lathe operators from infection. A number of 
CSC alcohols and chemical intermediates used in 
making soaps and cosmetics sold profitably dur- 
ing 1963. 


for Human Use 
| 
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RESEARCH A microbiologist at CSC’s 
Research Center checks bacteria 
cultures for antibiotic production. 


/п 1963, CSC intensified the utilization of 

its fermentation and synthetic organic chemistry 
knowhow in the production of chemicals and 
pharmaceuticals for human use. U.S. operations, 
reported here, were supp/emented by the activities 
of CSC’s European subsidiaries which are described 
under “International Operations.” 


FLAVOR BOOSTER 2" 
MSG, the food flavor P 
enhancer, emerges from a 

filtering machine as control 
room technicians check 


production. 


POPULAR High purity, 
free-flowing MSG made by 
CSC is finding increased use 
in the preparation of pre- 
cooked and partially 
prepared foods. 


International Operations 


EXPORT SALES: The profitability of these operations 
rose sharply in 1963 as the result of greater market pene- 
tration by higher margin items. Animal nutrition, industrial 
chemical and pharmaceutical products led in volume im- 
provement. Export business was generally better in Cen- 
tral and South America, Europe and in areas of the Far 
East. 


COMSOLMEX, S.A.*: Substantially increased sales vol- 
ume for the year was recorded by CSC's Mexican sub- 
sidiary. This reflects the expanded marketing of animal 
nutrition products flowing from new Comsolmex 
Baciferm® and other feed supplement manufacturing 
facilities in Mexico City. 


ISTITUTO CHEMIOTERAPICO ITALIANO, S.p.A.**: A 
15 percent rise in pharmaceutical sales for 1963 was 
recorded by this Milan, Italy, subsidiary of CSC. Clarisco, 
Meticol and Carboyoghurt were among the drug products 
which showed good progress. Price pressures on fine 
chemicals adversely affected results for the year. 


Integrated Research Effort: The synthetic organic and 
fermentation chemistry research capabilities of CSC and 
Istituto Chemioterapico were coordinated during the 
year in anumber of projects focused on product improve- 
ment, cost reduction and new developments. The results 
of these joint endeavors are expected to increase the 
pharmaceutical and fine chemical potentials of both 
companies. 


Outlook: The production, marketing and research ac- 
tivities of Istituto Chemioterapico Italiano provide Com- 
mercial Solvents with a well etablished base for growth 
and development in Europe. The outlook is for increased 
marketing of CSC and Istituto products, particularly phar- 
maceuticals and feed supplements, in Common Market 
and neighboring countries. 


HOFFMANN-LAMPIS S.p.A.**: Pharmaceutical sales 
volume of CSC’s subsidiary in Rome moved up from the 
previous year. Narrower margins on some products re- 
flected lower prices fixed by the Italian government. 
Hoffmann-Lampis prescription products and packaged 
pharmaceuticals are marketed throughout Italy and in 
certain areas of the Near and Middle East. 


CHEMICALS FOR WORLD MARKETS Ocean-going tankers take on 
CSC methanol destined for European ports at the Harvey, Louisiana, plant. 


In 1963, products made by Commercial Solvents 
Corporation and its subsidiaries were marketed in 
54 countries around the world. The volume of 


CSC business in international markets has more ў Fl^a LI Н a "m idi 


than doubled ín the last five years. 


INTERNATIONAL DEVELOPMENT: The world popula- 
tion explosion and the rising economies of many nations 
are creating a soaring demand for high protein foods, 
including meat, poultry and eggs. These factors provide 
broad new opportunities for CSC to develop further its 
international position as a producer and marketer of anti- 
biotic and vitamin feed supplements for the health and 
growth of farm animals and flocks. 


LIGHTS BURN LATE Scientists at the Terre Haute, 
Indiana, Research Center help to build world-wide 
relationships which lead to new products and processes. 


Commercial Solvents has entered into several joint 
ventures with major U.S., Spanish and South American 
pharmaceutical and feed manufacturing firms to produce ES 
and market Baciferm® and other feed supplement prod- { 
ucts in Germany, Austria, Switzerland and Spain on the | 
European continent, and in the South American coun- | 
tries of Argentina, Chile, Uruguay and Paraguay. 


In Japan, CSC is continuing research projects in fer- 4 
mentation chemistry and in the high pressure, high temp- 

erature synthesis of chemicals based on raw materials 1 
available from natural gas. 


PHARMACEUTICALS RESEARCH iN ITALY 

At the research laboratories of Istituto 
Chemioterapico Italiano, S.p.A., CSC subsidiary in 
Milan, a staff member makes test quantities of 
products under development. 


SUPLEMENTOS ALIMENTICIOS СОЙ VITAMIN 


*Consolidated subsidiary, 100 percent owned. 
**Non-consolidated subsidiary, 51 percent owned. 


PARA LA FABRICACION DE ALIMENTOS PREFS 


Е 


COMSOLMEX EXPANDS At CSC's subsidiary іп CUSTOMER SERVICE Exhibits at trade fairs and 
Mexico City, a sales promotion meeting sets agricultural meetings help to sell CSC's animal 
the pace for marketing increased quantities nutrition products to farmers in Central 


of Baciferm® feed supplements. and South America. 17 


L: ommercial Solvents Lorporation 


ASSETS 


CURRENT ASSETS 


Cash . 


U.S. Government and other marketable securities, 
at cost approximating market . 


Accounts and notes receivable (less allowance for doubtful accounts, 
1963—$287,974; 1962—$321,116) 

Inventories, at lower of cost or market 
Finished products and materials in process . 
Raw materials and supplies 


Prepaid expenses . 


Total Current Assets . 


INVESTMENTS AND NON-CURRENT RECEIVABLES 


| Investments in non-consolidated foreign subsidiaries, at cost 
Other investments . ЗОЗ 
Non-current accounts and notes receivable 


Total Investments and Non-Current Receivables 


PROPERTY, PLANT AND EQUIPMENT, at cost . 


Less accumulated depreciation, depletion and amortization 


Net Property, Plant and Equipment 


PATENTS AND OTHER INTANGIBLES, at amortized cost 


DEFERRED CHARGES 


SEE ACCOMPANYING NOTES TO FINANCIAL STATEMENTS 


Consolidated 


December 31, 


1963 


$ 5,406,517 


8,237,507 


16,477,194 


9,013,706 
6,675,592 


888,275 


46,698,791 


4,886,160 
43,896 
3,900,000 


8,830,056 


108,912,130 


63,074,388 
45,837,742 


1,388,269 


862,181 


$103,617,039 


1962 


$ 3,851,188 


9,683,953 


13,127,076 


8,798,528 
5,156,348 


797,958 


41,415,051 


4,645,416 
43,496 


4,300,000 
8,988,912 


104,007,918 


59,325,282 
44,682,636 


1,691,404 


912,134 


$97,690,137 


E ommercial S olvents Li orporation 


Balance Sheet 


LIABILITIES AND SHAREHOLDERS’ EQUITY 


December 31, 


1963 1962 
CURRENT LIABILITIES 
Accounts payable : $ 4,774,616 $ 4,037,970 
Accrued Federal and Foreign income taxes . 2,247,582 568,247 
Other accrued liabilities - 2,795,535 1,814,188 
Current installments on long-term debt . 2,485,000 2,485,000 
Total Current Liabilities . 12,302,733 8,905,405 
LONG-TERM DEBT AND DEFERRED ITEMS 
Long-term debt, less current installments . 26,263,750 28,748,750 
Deferred Federal and Foreign income taxes 8,792,518 6,602,180 
Deferred income 200,000 1,000,000 
Tota! Long-term Debt and Deferred Items 35,256,268 36,350,930 
MINORITY INTEREST IN SUBSIDIARY . . . . 278,263 457,494 
SHAREHOLDERS' EQUITY 
Preferred Stock, $20 par value, authorized 1,000,000 shares 
Series A Preferred Stock, 4.5% Cumulative Convertible, redeemable 
at $21 per share beginning January 1, 1969 through December 31, 
1970, $20.50 through December 31, 1973 and $20 thereafter 
Authorized — 273,400 shares 
Issued — 236,619 shares 4,732,380 — 
Common Stock, $1 par value 
Authorized—6,000,000 shares 
Issued—3,006,260 shares in 1963; 2,956,401 shares in 1962 6,962,834 6,912,975 
Additional paid-in capital . 5,841,939 8,783,463 
Earnings retained in business 38,679,112 36,716,360 
56,216,265 52,412,798 
Less cost of 23,700 shares of common stock in treasury 436,490 436,490 
Total Shareholders' Equity . 55,779,775 51,976,308 


$103,617,039 


$97,690,137 
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CONSOLIDATED EARNINGS AND SUMMARY OF EARNINGS RETAINED IN BUSINESS 


REVENUES 


Net sales . : 
Other income (net) . 


COSTS AND EXPENSES 


Cost of sales T c 8 
Selling, research and administrative expenses . 
Depreciation, depletion and amortization 
Interest on borrowings . 


EARNINGS BEFORE FEDERAL AND FOREIGN INCOME TAXES, MINORITY 
INTEREST AND EXTRAORDINARY CHARGE 


FEDERAL AND FOREIGN INCOME TAXES . 

MINORITY INTEREST IN EARNINGS OF SUBSIDIARY . 

EARNINGS BEFORE EXTRAORDINARY CHARGE 

EXTRAORDINARY CHARGE (net of $1,001,442 on reduction in 
Federal income taxes) . 


NET EARNINGS FOR YEAR 


EARNINGS RETAINED IN BUSINESS AT BEGINNING OF YEAR е 
restatement as of January 1, 1963) 


DIVIDENDS PAID TO SHAREHOLDERS 
Preferred stock $.13% per share in cash 
Common stock 
In cash ($.82Y per share in 1963; $.80 in 1962) . : 
In stock—196 (29,530 shares at market value of $24.26 per share in 
1963; 29,037 shares at market value of $21.66 per share in 1962) . 


EARNINGS RETAINED IN BUSINESS AT END OF YEAR . 


SEE ACCOMPANYING NOTES TO FINANCIAL STATEMENTS 


Year Ended December 31, 


1963 
$86,198,658 


1,640,051 
87,838,709 


60,658,110 
9,543,596 
4,718,013 
1,005,803 

75,925,522 


11,913,187 
5,845,300 
83,423 
5,984,464 


5,984,464 


35,866,925 
41,851,389 
28,103 
2,427,776 


716,398 


3,172,277 


$38,679,112 


1962 
$80,681,120 


1,651,089 
82,332,209 


56,013,490 
9,445,812 
4,465,669 
1,061,117 

70,986,088 


11,346,121 


5,025,900 


451,323 


5,868,898 


924,408 


4,944,490 


34,731,882 
39,676,372 


2,331,071 


628,941 


2,960,012 


$36,716,360 


Notes to Consolidated Financial Statements 


Principles of Consolidation and Investments in Subsidiaries. The consoli- 
dated financial statements include the accounts of all wholly- owned sub- 
sidiaries and Northwest Nitro-Chemicals Ltd. (Northwest). The Company's 
ownership of Northwest's common stock was 93.4% in 1963 and 51% in} 962. 


In 1963 the Company made an offer to the holders of the minority interest 
in the common stock of Northwest to exchange its Series A Preferred Stock, 
4,5% cumulative convertible, $20 par value, for common stock of Northwest. 
The exchange offer resulted in the issuance of 236,619 shares of such pre- 
ferred stock for 2,898,583 shares of Northwest common stock. This transac- 
tion has been treated as a “pooling of interests" effective January 1, 1963. 
Since Northwest had been included in the 1962 consolidated financial 
statements, the following are the restatements as of January 1, 1963 of the 
amounts previously reported: 


As restated 
Previously as of 
reported Jan. 1, 1963 
Series A Preferred Stock, 4.5% cumulative 


convertible, $20 par valve ... . — $ 4,732,380 


Additional paid-in capital $ 8,783,463 5,163,172 
Earnings retained in business . 36,716,360 35,866,925 
Minority interest in subsidiary 457,494 194,840 


If the financial statements for 1962 had been restated to reflect the retro- 
active effect of the "pooling of interests”, minority interest in earnings of 
subsidiary would have been decreased and consolidated net earnings in- 
creased by $262,654. 


The accounts of consolidated foreign subsidiaries are expressed in U.S. 
dollars at appropriate rates of exchange. 


The investment in non-consolidated foreign subsidiaries represents a 51% 
interest in three Italian pharmaceutical companies. The equity of the Com- 
pany in the 1963 net loss of these subsidiaries was approximately $31,000. 


Non-Current Accounts and Notes Receivable. These include an estimated 
$3,700,000 from the bankrupt estate of Estes; recovery of this amount may 
extend over a period of as much as ten years. This estimate made in 1962 
was based on the terms of the compromise agreement for the liquidation 
of the Estes estate which was approved by the Bankruptcy Court. 


Long-term Debt. Long-term debt outstanding at December 31, 1963 is 
shown in the following summary: 


Current 
Installments Long-term 
COMMERCIAL SOLVENTS CORPORATION 
33495 notes payable to insurance com- 
panies in annual installments through 
W720 X - 2 a 5660000 9 $12:520:000 


NORTHWEST NITRO-CHEMICALS LTD, 
53495 First Mortgage Serial Bonds of 
1960 payable in annual installments 


through 1970. $ 925,000 $ 6,243,750 
Subordinate Debentures of 1960 due 
June 30, 1979 bearing interest at 
6% from July 1, 1965 through June 
30, 1970 and thereafter at 642%, 
redeemable at 105% to June 30, 
1970 and at reducing amounts 

thereafter. cos . 57. FS — 7,500,000 

$ 925,000 $13,743,750 


The loan agreements covering the 3 34% notes payable to insurance com- 
panies impose certain restrictions on the declaration of dividends other than 
stock dividends. 


The 53495 First Mortgage Serial Bonds of 1960 of Northwest Nitro- 
Chemicals Ltd. are secured by all of its property, plant and equipment and 
a first floating charge on all its other property and assets. The mortgage 
bonds, subordinate debentures and preferred stock of Northwest contain a 
number of restrictions, including among others, those pertaining to the pay- 
ment of dividends. 


At December 31, 1963 $8,109,000 of the consolidated retained earnings 
was free of such restrictions. 


Federal and Foreign Income Taxes and Extraordinary Charge. The 1962 
provision for Federal and Foreign income taxes relates to earnings before 
extraordinary charge for anticipated loss on receivables from Estes and 
therefore does not include the reduction of $1,001,442 atributable to that 
charge. Prior years' losses of Northwest Nitro-Chemicals Ltd. reduced the 
1962 provision for Federal and Foreign income taxes by $468,000. 


Shareholders! Equity. In September 1963, 1,000,000 shares of Preferred 
Stock, $20 par value per share, issuable in classes, were authorized. Of the 
273,400 shares designated by the Board of Directors as Series A Preferred 
Stock, 4.5% cumulative convertible, 236,619 shares were issued in exchange 
for common stock of Northwest Nitro-Chemicals Ltd. These shares have voting 
rights, and are convertible into common stock at a price of $33.50 per share. 


As a result of the 195 stock dividend (29,530 shares) paid in December 
1963, common stock issued was increased by $29,530 (par value of the 
shares issued), additional paid-in capital was increased by the excess 
($686,868) of the market value of such shares over par value and earnings 
retained in business were reduced by $716,398. 


Changes in additional! paid-in capital in 1963 were as follows: 


BALANCE AT JANUARY 1, 1963 as restated . $5,163,172 
Excess of market value of common shares issued as stock 
dividend over par value 686,868 
Excess of option prices of common shares issued upon 
exercise of such options over par value 343,767 
Expenses of Exchange Offer for minority interest in 
common stock of Northwest Nitro-Chemicals Ltd. (351,868) 
BALANCE AT DECEMBER 31, 1963 . . . $5,841,939 


Stock Options. At December 31, 1962 options to purchase 61,560 com- 
mon shares at prices varying from $13.66 to $30.94 per share were held 
by certain key executive employees and 27,737 common shares were 
reserved for which no options had been granted. During 1963 an option was 
granted to purchase 1,000 common shares at $27.50 per share and options 
for 20,329 common shares were exercised ct prices varying from $13.66 to 
$20.58 per share, an aggregate of $364,096. All option prices were in 
excess of 95% of the market value of the shares when the options were 
granted. 


At December 31, 1963, after adjustment for the 1% stock dividend paid 
in December 1963, there were outstanding options to purchase 42,653 
common shares at prices varying from $13.52 to $30.63 per share, of 
which options on 41,643 shares were exercisable. In addition, 27,005 com- 
mon shares were reserved for which no options had been granted. 


Litigation. The civil antitrust proceeding involving the Company which was 
instituted by the State of Texas in 1962 is still pending. The Company is a 
defendant in one other private civil suit brought in a Texas Court and in 
which damages have been claimed. The Company has denied these charges, 
and in the opinion of Counsel, the merits of this litigation are with the Com- 
pany. No provision with respect to these actions has been made in the 
Company's accounts. 
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TEN-YEAR FINANCIAL SUMMARY 


(Amounts, other than per share figures, expressed in thousands) 


EARNINGS DATA 


Depreciation, Common 
Depletion NET EARNINGS (b) Dividends 
and SST Paid 
Year Net Sales Amortization Amount Per Common Share Per Share 


1954 $55,154 $1.00 
1955 60,646 1.00 
1956 62,580 1.00 
1957 65,932 E .925 
1958 64,728 к .275 
1959 70,381 E 25 
1960 62,337 .50 
196 1 63,841 65 
1962 (а) 80,681 80 
1963 86,199 .825 


FINANCIAL POSITION DATA 


PROPERTY 
WORKING CAPITAL PLANT AND EQUIPMENT 
A ^ 
Total Current Current Working Accumulated Long-Term | Shareholders’ 
Dec. 31 Assets Assets Liabilities Capital Reserves Debt Equity 


1954 $72,641 $34,769 $ 7,913 $26,856 $64,147 $28,108 $25,000 $38,270 


1955 74,706 34,934 8,304 26,630 67,786 30,930 25,000 39,134 
1956 76,850 36,407 10,715 25,692 71,485 33,910 23,440 39,712 
1957 73,460 30,358 8,942 21,416 76,277 37,214 21,880 38,617 
12958 73,958 32,770 9,605 23,165 77,306 40,597 20,320 39,282 
195989 76,388 38,662 11,299 27,363 78,338 43,987 18,760 41,447 
1960 79,566 41,482 10,722 30,760 80,760 47,658 17,200 44,889 
196 1 80,182 37,651 9,513 28,138 83,068 50,888 15,640 48,783 


1962 (a)| 97,690 41,415 8,905 32,510 104,008 59,325 28,749 51,976 
1963 103,617 46,699 12,303 34,396 108,912 63,074 26,264 55,780 


(a) Beginning in 1962, data includes Northwest Nitro-Chemicals Ltd. 
(b) Adjusted for stock dividends. 


REPORT OF CERTIFIED PUBLIC ACCOUNTANTS 


The Board of Directors and Shareholders 
Commercial Solvents Corporation 


We have examined the accompanying consolidated balance sheet of Commercial Solvents Corporation 
and subsidiaries at December 31, 1963 and the related statement of consolidated earnings and summary of 
earnings retained in business for the year then ended. Our examination was made in accordance with generally 
accepted auditing standards, and accordingly included such tests of the accounting records and such other 
auditing procedures as we considered necessary in the circumstances. 


In our opinion, the statements mentioned above present fairly the consolidated financial position of 
Commercial Solvents Corporation and subsidiaries at December 31, 1963 and the consolidated results of their 
operations for the year then ended, in conformity with generally accepted accounting principles applied on a 
basis consistent with that of the preceding year. 


New York, М.Ү. CATA = 
February 5, 1964 
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MEETING 


The annual meeting of shareholders will be held on April 2, 1964. 
A notice of the meeting, proxy statement and form of proxy will 
be sent to all shareholders shortly. It will assist the management 
in preparing for the meeting if shareholders who do not expect 
to attend the meeting in person will sign, date and return the 
proxy promptly. 
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COMMERCIAL SOLVENTS CORPORATION 


1964 ANNUAL REPORT 


HIGHLIGHTS 


Net Sales 
Federal, Foreign and other taxes 


Nets Еа“ 3631382 Я 
Per share of common stock (after preferred dividend) 
Dividends Paid 
Common Stock — in cash . 
Per share of stock 
Common Stock — in stock Акыт 
Series A, 4.5% Preferred Stock — in cash 
Per share of stock 
Property, plant and equipment 
Expenditures during the year 
Authorized but not expended 
Working capital at end of year 


Long-term debt . 


Number of employees at end of year 
Wages and salaries 
Cost of pension and other benefits 


Assets employed for each employee 


Number of shareholders at end of year 
Common stock --— 
Series А, 4.596 Preferred stock 


Number of shares outstanding (less treasury stock) 
Common stock BU oum 
Series A, 4.5% Preferred stock 


Common stock shareholders' equity 
Per share of common stock 


* initial dividend. 


1964 


$93,131,728 
$ 7,472,606 


$ 6,902,952 
$2.24 


$ 3,286,334 
$1.10 


$213,301 
$.90 


$ 7,124,127 
$ 1,612,000 


$34,344,763 
$23,745,750 


2,346 
$15,340,986 
$ 1,589,154 

$45,516 


15,035 
2,113 


2,992,451 
237,016 


$54,603,502 
$18.25 


1963 


$86,198,658 
$ 6,932,320 


$ 5,984,464 
$2.00 


$ 2,427,776 

$.82% 

1% 
$28,103* 

$.13% 


$ 6,295,918 
$ 953,000 


$34,396,058 
$26,263,750 


2,386 
$14,511,551 
$ 1,312,609 

$43,427 


16,115 
2,309 


2,982,560 
236,619 
$51,047,395 
$17.12 


PRESIDENT'S LETTER 


Net earnings up 15 percent 


Record sales 


Three increases in 
common stock dividend 


Products from 
natural gas show gains 


Export results show 
strong advance 


Sales, earnings up for 
Canadian subsidiary 


$7,300,000 in 
capital expenditures 


U.S. Powder 
Company Division 


Nitroparaffins 


Thermal carbon hlack 


Northwest Nitro- 
Chemicals Ltd. 


International operations 


$39,400,000 expended 
for growth: 1960-1964 


To Our Stockholders: 


Higher earnings and record sales for 1964 reflect the extent to which CSC has 
expanded its position as a diversified chemical company with major operations in the 
agribusiness field. 


A 15 percent gain in consolidated net earnings was recorded for the year. The 1964 
total of $6,902,952, or $2.24 per common share, compared with $5,984,464, or 
$2.00 per common share, for 1963. 


Sales of $93,131,728 set a new Company record and were eight percent ahead of 
the previous all-time high of $86,198,658 reached in 1963. 


Three separate increases of 2% cents per share in the common stock quarterly 
dividend were made during 1964 by the Board of Directors. This brought the 1964 
fourth quarter payment to 30 cents per common share and the total for the year to 
$1.10 per share. Preferred shareholders received regular quarterly dividends totaling 
90 cents per share for 1964. 


Operations involving products based on natural gas showed increasing strength in 
1964, Ammonia, methanol and their derivatives, thermal carbon blacks and nitro- 
paraffins made greater contributions to earnings than in the previous year. Profitable 
results of the U. S. Powder Company Division in the first full year of its operation give 
promise for the future of this industrial explosives business. 


Actions taken during the past five years to build CSC's export business produced 
substantial gains in 1964, Further increases are anticipated in the export of CSC indus- 
trial chemicals including thermal carbon blacks; animal nutrition and other agricultural 
products; and antibiotics. 


Northwest Nitro-Chemicals Ltd., CSC's Canadian nitrogen and phosphate fertilizer 
subsidiary, made an improved contribution to consolidated results for the year. North- 
west had sales of $19,127,453 for its fiscal year ended June 30, 1964. This, compared 
with $17,094,055 for the preceding 12 month period. Earnings of $1,624,929 for fiscal 
1964 compared with $1,148,648 for fiscal 1963. These amounts are in Canadian funds. 


A total of $7,354,000 was expended during 1964 for CSC’s growth and development. 
Capital expenditures were made for: 


e The establishment of prilled ammonium nitrate manufacturing operations at 
the Marion, Illinois, plant. Much of the prilled nitrate will be marketed by U. $. 
Powder for industrial explosive use. The balance will go into nitrate fertilizer for 
sale by CSC and Northwest Nitro-Chemicals. 


e The construction of facilities at the Sterlington, Louisiana, plant to extend 
further the usefulness of the versatile nitroparaffins family of chemicals. 


e A major increase in the output of thermal carbon blacks by CSC’s Therma- 
tomic Carbon Company Division through the construction of additional facilities to 
increase production and improve yields. 


e The further expansion of Northwest Nitro-Chemicals production facilities 
for nitrogen and nitrogen-phosphate plant foods to meet the needs of growing 
fertilizer markets in Canada and the U.S. The 1964 expansion at Northwest’s 
Medicine Hat, Alberta, plant, together with facilities completed in 1963, is increas- 
ing the Canadian company’s production capacity for anhydrous ammonia by 
100 percent, for sulphuric acid by 30 percent and for phosphoric acid by close 
to 25 percent. 


e The formation, jointly with Parke, Davis & Company, of a corporation in 
Europe for the manufacture and marketing of animal and poultry nutrition 
products. 


CSC’s 1964 results are the cumulative effect of actions taken since the start of the 
1960’s to improve the return on investment and to place the Company on a course 
of profitable growth and development. Over the five year period, capital expenditures 


totaling $39,462,000 have been invested in acquisitions, joint ventures and plant ех- 
pansion. This has led to beneficial changes in the Company's research, production, 
marketing and financial operations. 


Your Company is now projecting a program of capital expenditures for growth and 
development totaling $100,000,000 over the next 5 years. This succeeds the five year, 
$40,000,000 program announced in 1961, of which approximately $36,000,000 has 
been expended. The first step in the new program has already been taken, a major 
acquisition of natural gas properties to extend still further an integrated raw materials 
position for the many products we make from natural gas. 


Effective January 1, 1965, we have acquired the working interest and residual rights, 
subject to a reserved production payment, in additional natural gas properties and oper- 
ations valued at more than $8,500,000. These properties are located in the Monroe Field 
of Northern Louisiana, a large gas producing region with proven reserves near the 
Sterlington plant. They are operated as the Navarro Gas Production Company Division. 


This gives CSC a total of over 550 working gas wells, 400 miles of gas gathering 
pipelines, and gas rights on some 64,000 acres in the Monroe Field. Over the next 
three years, CSC will invest approximately $2,500,000 in further developing the newly 
acquired properties. The new gas acquisition and development program, together with 
CSC's present gas producing operations and fixed-price, long-term gas purchase con- 
tracts, will supply about 90 percent of the Company's natural gas requirements. 


During 1964, CSC's base of ownership was broadened in a most rewarding way for 
the Company and its stockholders. Following approval of the CSC Employee Invest- 
ment and Savings Plan at the 1964 Annual Stockholders Meeting and the Plan's activa- 
tion in June, four out of five eligible employees have become CSC investors through 
Plan membership. CSC welcomes this expression of confidence by CSC employees in 
the Company and its future. We take this opportunity to acknowledge the ingenuity and 
the hard work of employees throughout the Company which have been so vital to the 
Company’s recent progress. 


In January, 1964, Joseph A. Thomas, a partner in the investment banking firm of 
Lehman Brothers, was elected to the Board of Directors. 


As a diversified chemical company in an expanding world economy, CSC anticipates 
further gains in 1965. The growing global requirement for more food with higher pro- 
tein content is favorable for the expansion of our animal nutrition and fertilizer business. 
Increased purchasing power and a steadily rising demand for manufactured goods in 
the U.S. and many parts of the world are indicative of a growing market for CSC 
industrial chemicals. 


This outlook, together with the continuity of effective management planning which 
has been developed within the Company, provides the basis for an optimistic view 


of CSC's future. 
LOS 


February 15, 1965 President 
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$100,000,000 growth program 
for next five years 


New gas producing 
operations acquired 


$2,500,000 gas 
development program 


Employee Investment 
Plan well received 


J. A. Thomas 
elected a Director 


Gains seen for 1965 


Expanding Plants—CSC's grow- 
ing Dixie Plant, Sterlington, 
Louisiana. Here agrichemicals 
and industrial chemicals are 
made out of natural gas which 
comes from nearby Company 
wells. Alongside the Ouachita 
River at upper right is CSC's 
Thermatomic Carbon Company 
Division plant. 


Growth Through Chemistry for a Higher Standard of Living 


Commercial Solvents’ gains in 1964 reflect a dy- 


e namic pattern of growth, and of change within the 
Company, that began six years ago. 

\ Results for the past year, compared with those 

1 of 1958, reveal the extent of the improvement: net 


М earnings ир 387 per cent; sales up 44 per cent; cash 
Ad dividends paid to stockholders up 300 per cent; the 
| dollar value of total assets, greater by 44 per cent. 

| Behind these statistics is the story of CSC's re- 
| direction and re-orientation to make greater use of 
Wi its assets in manpower, capital and technology. It tells 
> of a chemical company’s determined efforts to advance 
the standard of living by enabling the farmer to grow 
more nutritious foods, the manufacturer to turn out 
better products, and the doctor to do a better job of 
maintaining human health. 

CSC’s current growth pattern began with a critical 
management review of every Company activity to de- 
termine if and how each might be improved. Marginal 
areas of the business not subject to improvement were 
earmarked for replacement with profitable business. 
Operations in which CSC has a sound position were 
designated for expansion. Additional U.S. and over- 
seas markets were staked out and plans drawn for ac- 
quisition, joint ventures and other appropriate means 
of entry. 

Two types of action were set up to accomplish 
these objectives: 

Growth and expansion through acquisition, joint 
ventures, research and other avenues of corporate 
growth. 

Heightening of operational effectiveness by find- 
ing better ways to get each job done, and then doing 
the job better than it ever had been done before — in 
short, creativity combined with hard work. 


Acquisition and Expansion 


The Company's total capital expenditures and in- 
vestments in the six-year period since 1958 have been 
financed from the Company's cash flow and from the 
issuance of preferred and common stock. 


AGRIBUSINESS: The profitable expansion of 
CSC’s healthy and vigorous agribusiness, which in- 


Growth in Canada—Big stack swings into place at Medicine Hat, Alberta, 
plant of Northwest Nitro-Chemicals Ltd., CSC plant foods subsidiary, in major 
expansion of fertilizer production for Canadian and U.S. farmers. 


cludes plant foods, animal nutrition products and 
pesticides, was established as a major goal. 

At Northwest Nitro-Chemicals Ltd., CSC's Ca- 
nadian subsidiary, major management, marketing and 
financial changes were made and its plant food pro- 
duction facilities substantially expanded. Immediate 
improvement followed. Northwest’s 1964 sales of ni- 
trogen and phosphate fertilizers were more than 150 
per cent ahead of 1958, and the company has moved 
from an unprofitable position to a profitable one. 
CSC’s ownership of Northwest common shares has been 
increased from 51 per cent in 1962 to over 93 per cent... 

The production of antibiotic feed nutrients and | ШШШ 
vitamin feed supplements was made more efficient, ; y f 
after closing an obsolete plant in 1963, by expanding 
these operations at Terre Haute, Indiana, where CSC „Фаш t 
makes the basic and intermediate chemicals from | 
which these products are derived. — 

To further increase the farmer’s output of such 
high protein foods as milk, eggs, poultry and meat, 
CSC acquired a company that produces stabilized 
forms of the major vitamins used for these purposes. Nitrate Tower—Prilled ammonium nitrate from this new unit at 

These actions, together with CSC's pesticides U.S. Powder Company Division’s Marion, Illinois, plant will be 
business and the marketing of many chemicals used marketed in 1965 for plant food and use in industrial explosives. 
by our customers to make agricultural products, pro- 
vide the springboard for further agribusiness growth. 


Agribusiness—Railroad tank cars pull up alongside new 10,000 ton 
refrigerated tank to take on CSC anhydrous ammonia. The high 
nitrogen content of this basic chemical boosts crop yields per acre 
to feed a growing America. 


A т E VES 


INDUSTRIAL CHEMICALS: In 1960, marginal 
antifreeze operations which had accounted for about 
13 per cent of sales were sold. This business has since 
been replaced several times over with profitable sales. 
Among the growth steps taken: 

e Acquistion of industrial explosives operations 
which are now the U. S. Powder Company Division 
of CSC. 

e Purchase of the McWhorter Chemicals Com- 
pany, a resins producer, to increase CSC products and 
services for the paint, lacquer and protective coatings 
industry. 

e Expansion of the Company's nitroparaffins 
production and the formation of a separate NP mar- 
keting organization. 


PHARMACEUTICALS AND OTHER PROD- 
UCTS: CSC operations in the pharmaceuticals, fine 
chemicals and food chemistry field have been widened 
through: 

e Increased output and sales of antibiotics devel- 
oped by CSC Research. 

e Acquisition of three Italian pharmaceutical com- 
panies. Istituto Chemioterapico Italiano makes fine 


Making Resins—!n reactor area of McWhorter Chemicals Company Division's 7 
Chicago, Illinois, plant, CSC Tris Amino® made at Sterlington is hauled aloft $ 

to be used as raw material in producing versatile Tris Amino Resins for paints, " 
lacquers and protective coatings. 


New Unit—Modern installations like this hydroxylammonium sulphate unit at 
Sterlington are increasing CSC's output of chemicals which go into manu- 
factured goods. 


~ 


CSC Gas for CSC Products—Pipelines bring natural gas from Company 
owned and operated wells to Dixie Plant for use as raw material 
and fuel. CSC now has more than 550 gas wells, gas rights on some 
64,000 acres in Monroe Field of northern Louisiana. 


chemicals and drug products. Hoffmann and FIART, 
both of Rome, have been merged to achieve greater 
operational efficiency. 

e Entry into the food chemicals field with mono- 
sodium glutamate, which brings out the flavor of 
cooked foods. 


Raw Materials Position 


A vital factor in CSC’s increased profitability is 
the development of a raw materials-integrated posi- 
tion for many of its principal products. 

NATURAL GAS PROGRAM: Since the 1959 
acquisition of the Louisiana Gas Production Company 
Division, CSC has derived a steadily increasing per- 
centage of its natural gas requirements from its own 
wells. Another major acquisition in 1965 of gas 
properties and facilities, together with fixed price, long 
term purchase contracts, assures CSC of an adequate 
supply of natural gas to meet its present and forecasted 
natural gas needs. 

FERMENTATION PROGRAM: The Com- 
pany is moving toward an improved raw materials 
position for chemicals and pharmaceuticals which are 
made by microbiological processes from products grown 
on the farm. This is a continuing area of investigation 
by CSC Research. 


Research and Development 


The contribution of the research and development 
function to the growth and change of CSC has been 
of a positive, practical nature. In this, CSC’s research 
activity: 

e Serves as an arm of management in identifying 


needs of agriculture, industry and human health which 
offer growth opportunities for CSC. 

® Includes U. $. and international programs of 
scientific cooperation to acquire new products and tech- 
nology, and to expand the Company’s abilities to raise 
the standards of living at home and abroad. 

Scientists in the Company’s laboratories have 
identified a new group of biologically active materials 
whose chemical structures have never been seen be- 
fore. Patent applications have been made for a num- 
ber of interesting new compounds which have resulted 
from this work. 

A new technology for the broadened use of 
methanol and natural gas as chemical raw materials 
is under active investigation. 

These are only two of many challenging projects 
for the Company's growth in the years ahead. 


Operational Effectiveness 


Quite distinct from acquisition, expansion and re- 
search, and every bit as important, has been the 
changed way in which the people of CSC go about the 
work of the Corporation. Management has required 
of itself, and has built at every level, the desire and 
the ability to move the Company ahead by creating 
and doing, with imagination, drive, efficiency and 
profitability. 

The beneficial effects of this dynamic approach 
are reflected in many ways, including lower costs, 
higher efficiency, improved returns, and a better base 
for further growth and development. 

The combination of all of these things has estab- 
lished CSC as a diversified chemical company. The 
Company's position as a producer of essential products 
is strong and growing stronger. This is the solid foun- 
dation for all of CSC's operations. It has been rein- 
forced and made more useful by CSC's progress in 
attaining a raw materials-integrated position. On this 
foundation, a larger corporate structure has been built 
to serve a much broader span of chemical needs in 
agriculture, industry and human health. 

The challenge confronting Commercial Solvents 
today is to make the most of its improved potential. 
The gains of the first half of the 1960's are viewed as 
a point of departure for accelerated growth during the 
1965-70 period. 


Gas Chemistry Research—Use of a gas chromatograph helps to 
provide physical and chemical identification of new compound. 


Products and Markets 


In 1964 more CSC chemicals than at any time in 
the Company’s history flowed into the production of 
food, including meat, poultry and crops of all kinds; 
into housing and industrial construction; transportation; 
the manufacture of textiles and clothing, and into phar- 
maceuticals for human health. Manufactured goods of 
every description, from home appliances to rocket 
fuels, are being made today with CSC chemicals. 


Chemicals for Agriculture 


CSC’s agribusiness, which includes plant foods, 
animal nutrition products, pesticides and numerous 
chemicals used by our customers to make products for 
agriculture, made further advances during the year. The 
number and diversity of CSC agrichemicals employ the 
full range of the Company’s technology and make this 
a major part of total operations. 

Plant Foods: Nitrogen fertilizers in anhydrous, 
liquid and solid forms sold in heavy volume during the 
year. The high nitrogen content which CSC builds into 
these plant foods enables the farmer to increase the 
harvest from each cultivated acre and add to his farm- 
ing efficiency. Sales of anhydrous ammonia for direct 
application to the soil advanced as farmers in many 
marketing areas showed a growing preference for this 
product. CSC’s patented Hi-D® solid ammonium nitrate 
tertilizer also gained in popularity during the year. The 
high density and free-flowing granules of this 33.5 per- 
cent nitrogen plant food make it useful for a variety 
of crops and application conditions. Dixsol® nitro- 
gen solutions moved in good volume to farmers for 
direct application in their fields and to producers of 
mixed fertilizers. Dri-Sol8, an essentially water-free 
nitrogen solution developed and patented by CSC, 
doubled in sales during 1964. CSC introduced Dri-Sol 
in 1960. It is now widely accepted by fertilizer manu- 
facturers as a trouble-free source of nitrogen for their 
products. 

Northwest Nitro-Chemicals” sales of nitrogen and 
phosphate fertilizers to farmers in Canada's prairie 
provinces and adjacent U. S. states showed substantial 
improvement during 1964. Northwest's product line 
includes all-nitrogen and nitrogen-phosphate plant 
foods which are especially suited to the grain and 
other crops of its major marketing regions. 
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Popular Hi-D8—CSC's patented Hi-D granular ammonium nitrate fertil- 
izer gained increased acceptance in 1964. Here, an agricultural chemi- 
cals sales representative, left, describes advantages of high nitrogen 
density feature to owner of fertilizer firm that markets CSC agriproducts. 


Benefits of Baciferm®—Nutritionist at CSC Research shows Baciferm 
fed lamb to feed manufacturing customer. Faster growth, greater 
feed efficiency, healthier livestock and poultry are results of using 
CSC feed supplements. 


Crop Pest Control Products: Dilan®, metalde- 
hyde and ethyl formate were marketed for the selec- 
tive control of crop pests in various parts of the country. 
Other CSC chemicals, including methanol, monometh- 
ylamine, dimethylamine, formaldehyde and propionic 
acid were sold for the manufacture of pesticides by 
CSC customers. 

Animal and Poultry Nutrition Products: CSC 
antibiotic and vitamin feed supplements continued as 
a profitable area of CSC’s agribusiness with a healthy 
potential for further growth. Baciferm® antibiotic 
nutrients for getting healthier, heavier poultry, swine, 
sheep and cattle to market in less time, were produced 
in higher concentrations which cut packaging and ship- 
ping costs. Choline chloride, source of an essential fat 
metabolism vitamin for feeds, continued to be an im- 
portant part of the Company’s animal nutrition line. 
Marketing of these products and those of CSC’s Sta- 
bilized Vitamins Division, which makes vitamins A, 
D, E, and selected pre-mixes in high potency retention 
forms, have been merged into one cohesive animal 
nutrition organization for improved customer sales and 
services. 


Chemicals for Industry 


The volume and profitability of CSC chemicals 
for industry moved ahead during 1964. This reflects 
CSC’s deeper penetration of its industrial markets and 
the concentration of the sales organization on volume 
business areas within each market. As the result of 
expansions and acquisitions in recent years, the Com- 


рапу has reinforced its industrial chemicals competitive 
position and has broadened the sales horizon for these 
products. 

Methanol and derivatives: This basic chemical 
and its numerous derivatives showed marked sales im- 
provement during the year. Methanol was sold to a 
growing number of customers for the manufacture of 
wood finishes, gasoline additives, special fuels and 
numerous other uses in and outside of the chemical 
industry. The methylamines, a widely used group of 
intermediate chemical building blocks, sold in increased 
volume for many purposes, including the manufacture 
of man-made fibers and detergents. Formaldehyde 
found increased acceptance in the production of plas- 
tics, adhesives for plywood and other construction 
materials. 

Industrial Nitrogen: А portion of the Company's 
production of ammonia continued to move to indus- 
trial customers. This basic chemical is a source materi- 
al for many items, including household cleaning agents 
and high energy release products. 

Nitropropanes, nitromethane, nitroethane and re- 
lated chemicals: Higher sales in 1964 continued the 
trend of recent years as these products met the require- 
ment for sophisticated chemistry in many fields. Spe- 
cial marketing teams with research and production as 
well as sales capabilities work with CSC customers to 
improve their products and processes through the use 
of these chemicals. High energy propellants, latex 
paints and wrinkle resistant fabrics are among the many 
commodities making use of these chemicals. 

Industrial Alcohols: These products are sold in 
large volume to a diversified customer list. Chemicals 
in this group are used as solvents, raw materials and 
sterilizing agents. CSC's established position in the 
industrial alcohol market goes back to the founding 
of the Company, more than 40 years ago. 

Thermal Carbon Blacks: CSC’s Thermatomic 
Carbon Company Division products moved in increased 
quantities to a world-wide market for the manufacture 
of rubber goods, polyethylene pipe and wire coatings. 


The U.S. automotive industry's record output in 1964 
created a greater demand for thermal carbon blacks 
used in making rubber parts and accessories for cars 
and trucks. The development by CSC Research of 
"clean" thermal carbon blacks with new non-staining 
and mass strength qualities is expanding the usefulness 
of these products. Thermatomic Carbon's production 
capacity is being increased through the construction of 
an additional recovery plant and the installation of 
new equipment to raise yields from the natural gas 
used as a raw material. Process innovations developed 
during 1964 are helping to hold down construction 
costs. 

Industrial Explosives: In its first full year as a 
CSC division, the U.S. Powder Company added to 
CSC sales and earnings. The integration and expan- 
sion of operations at U.S. Powder's Marion, Illinois, 
plant are increasing the sales and service capacity of 
this Division for the mining, drilling, quarrying and 
construction industries. Work was started in 1964 
on the establishment of high density prilled ammonium 
nitrate production facilities at the Marion plant. Com- 
pletion is scheduled for early 1965. A portion of this 
production will be marketed for plant food use through 
CSC's agribusiness facilities. Anoil HD, a new product 
which combines high energy release with stability and 
ease of handling, was added to U.S. Powder's line in 
1964. 

Resins: The paint, lacquer and protective coat- 
ings industry is served through the operations of 
the McWhorter Chemicals Company Division. This 
Chicago-based resins firm manufactures vinyl latex 
systems, urethane and polyester resins, alkyds and 
synthetic drying oils for a wide range of beautifying 
and protective finishes, including inside and outside 
house paints, boat enamels and chemical-resistant 
industrial coatings. Tris Amino® resins, which were 
developed by CSC Research for these uses, are being 
marketed through McWhorter. Chemacoil® TA 303 
was added to the Tris Amino line in 1964. High gloss 
retention, and resistance to water, salt spray and mar- 


Maintaining Product Quality — Precise Better Rubber—Laboratory technicians at 
analytical work at CSC quality control the Thermatomic Carbon Company Divi- 
laboratories assures high quality, reliable Paint Raw Material—Tris Amino®, an exclusive CSC sion test the stretching ability and tensile 
products. Here, technican checks chemi- product, is bagged for shipment to manufacturers of strength of rubber containing thermal 
cal content of water used in processes. modern protective coatings. carbon blacks. 
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Methanol for Industry—At methanol plant control center, shift 
supervisor, right, and technician check circular process flow 
chart with product sample. CSC is a major producer of this 
basic chemical and its derivatives. 


ting are among the qualities which this product im- 
parts to the finishes in which it is used. 

Among the many other products which CSC mar- 
kets for the manufacture of coatings are 2-nitropropane, 
dibutyl phthalate, ethyl acetate, butanol and acetone. 


Products for Human Use 


and Health 


Pharmaceuticals, fine chemicals and other product 
groups in this classification, while not yet as large a 
contributor to results as CSC’s agribusiness and in- 
dustrial chemicals, are a growing area of CSC opera- 
tions in U.S. and international markets. 

In the pharmaceutical group, zinc bacitracin, the 
antibiotic of choice in treating skin irritations and 
infections, sold in greater volume to customers who 
make a variety of formulations for first aid and sus- 
tained treatment. CSC’s cycloserine is marketed 
through Eli Lilly & Company for the treatment of 

| tuberculosis and certain genito-urinary infections. 

Two CSC subsidiaries, Istituto Chemioterapico 
Italiano, S.p.A., and Societa Hoffmann, S.p.A., pro- 


Export Operations—Bustling Rotterdam, Holland, port, where CSC agri- 
products and industrial chemicals are transshipped for distribution to 
customers in European countries. 
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Explosives for Mining—U.S. Powder Company Division representa- 


tive, left, shows a strip coal mine employee how to make the most 
of Anoil’s free flowing, easy handling qualities. 


vide the Company with integrated pharmaceutical 
research, production and marketing operations in Italy. 
The ethical! and proprietary products of these firms are 
sold in many countries throughout the world. 

In the food chemistry field, sales of monosodium 
glutamate, the food flavor enhancer, were not up to 
expectation in 1964. Selling prices were lower in an 
over-supplied market. CSC's fermentation chemistry 
technology provides a sound production base for MSG 
operations. А number of steps were taken in 1964 to 
build a more satisfactory competitive position. 

The frozen foods field is making increased use of 
CSC chemicals for the instant freezing of fruit juices 
to bring full flavor and nourishment to the consumer. 

Other CSC products used in food and drug chem- 
istry are hexetidine, an anti-bacterial agent which 
guards against infection from oils used in machine shop 
work; nitroethane, which serves as a raw material for 
the manufacture of an important blood pressure de- 
pressant; Tris Amino, an effective buffering agent for 
aspirin, and ethyl alcohol which goes into soaps, hair- 
sprays and various medicines and cosmetics. 


International Operations 


CSC export sales of agriproducts and industrial 
chemicals in markets outside the United States rose 
sharply in 1964. Plant foods, animal nutrition prod- 
ucts, methanol, chemicals in the nitroparaffins group 
and a number of specialty items contributed to the 
improvement. 

The 1964 formation, with Parke, Davis & Com- 
pany, of “CHEMSYNA, GmbH”, provides increased 
opportunity for the profitable utilization of CSC know- 
how in the antibiotic and vitamin feed supplement field. 
CHEMSYNA headquarters have been established in 
Munich. Initial operations are under way in Germany, 
Austria and Switzerland. 

With the number, volume and marketing of prod- 
ucts made at CSC plants i increasing steadily, it is grati- 
fying to report that the Ouachita River, alongside the 
Sterlington, Louisiana, plant, is being made into a 
year-round shipping artery for barge traffic. When 
its new nine foot channel is completed in 1968, the 
Ouachita, a tributary of the Mississippi River, will 
provide CSC with an improved low cost means for 
moving products made at Sterlington north to the 
great industrial and agricultural regions of the midwest, 
and south into the Gulf of Mexico for national and 
worldwide distribution. 


Commercial Solvents Corporation Today 


CSC AGRIBUSINESS 


—Plant Foods: anhydrous am- 
monia, Hi-D® solid ammonium 
nitrate fertilizer, DRI-SOL® 
and Dixsol® nitrogen solu- 
tions. 


Crop Pest Control Products: 
Dilan?, metaldehyde, ethyl 
formate, and other chemicals 
used in the manufacture of 
pesticides. 


Animal Nutrition Products: 
BACIFERM® zinc bacitracin 
antibiotic feed supplements, 
CSC choline chloride, B» Y? 
Riboflavin, PERMADUAL A, D 
and £ vitamins and custom 
premixes. 


CSC CHEMICALS FOR INDUSTRY 


—Methanol, methylamines, 
formaldehyde, pentaerythritol, 
anhydrous ammonia, indus- 
trial alcohols, nitropropanes, 
nitromethane, nitroethane and 
related chemicals. 


CSC PRODUCTS FOR 
HUMAN USE AND HEALTH 


—Дї\пс bacitracin and cyclos- 
erine antibiotics; hexetidine, 
an anti-bacterial agent; mono- 
sodium glutamate, a food 
flavor enhancer, and many 
chemicals which go into prod- 
ucts made by others. 


NORTHWEST NITRO-CHEMICALS LTD., 
MEDICINE HAT, ALBERTA, CANADAS 


—Plant Foods: NITRO-CUBES® 
solid ammonium nitrate, am- 
monium sulphate, and ammo- 
nium phosphate-sulphate 
fertilizers. 


(Consolidated subsidiary, 93.5 
percent of common shares owned 
by CSC) 


COMSOLMEX, S.A., MEXICO, D.F. 


—Animai Nutrition Products, 
Industrial and Agricultural 
Chemicals: BACIFERM® and 
other feed supplements in- 
cluding custom premixes, CSC 
chemicals for industry and 
Hi-D® ammonium nitrate. 


(Consolidated subsidiary, 100 
percent owned) 


CHEMSYNA, GmbH, 
MUNICH, GERMANY 


—Animal and poultry nutri- 
tion products including feed 
supplements. 


(Jointly owned with Parke, Davis 
& Company) 


THERMATOMIC CARBON COMPANY 


DIVISION, STERLINGTON, LA. 


—Thermal Carbon Blacks: 
Thermax® and P-33®, pellet- 
ized as FLOFORM? and in 
powder form, which go into 
manufactured rubber goods 
for home, automotive and 
industrial use. 
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TERRE HAUTE, IND. 


—Industrial Explosives: dyna- 
mites, gelatins, permissibles, 
anoils (mixed ammonium 
nitrate and oil), blasting caps 
and blasting accessories. The 
Airbreaker® system. 


McWHORTER CHEMICALS 
COMPANY DIVISION, 
CHICAGO, ILL. 


—Products used in paints, 
lacquers and other protective 
coatings: alkyds, synthetic 
drying oils, polyester and 
urethane resins, and vinyl 
latex systems. 


U. S. POWDER COMPANY DIVISION, Iri 


ISTITUTO CHEMIOTERAPICO ITALIANO, 


S.p.A., MILAN, ITALY 


—Ethical Pharmaceuticals: 
vitamin preparations, regu- 
lators of gastro-intestinal and 
hepatic functions, and drugs 
for the cardiovascular system. 
Fine Chemicals: The sulfa 
drugs, their intermediates and 
derivatives, ascorbic acid and 
sorbitol. 


(Non-consolidated subsidiary, 51 
percent owned) 


SOCIETA HOFFMANN, S.p.A., 
ROME, ITALY 


—Pharmaceutical Products: 
antibiotics, analgesics, vita- 
mins, hormones and cardio- 
vascular preparations. 


(Non-consolidated subsidiary, 51 
percent owned) 


LOUISIANA GAS PRODUCTION 
COMPANY DIVISION, 
STERLINGTON, LA. 


NAVARRO GAS PRODUCTION 
COMPANY DIVISION, 
STERLINGTON, LA. 
(Effective Jan. 1, 1965) 


—Natural Gas: drilling, well 
operation and transmission 
to provide raw material for 
CSC use. 
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Coordinating Expansion—CSC Vice Presi- 
dents W. S, Leonhardt, J. E. Wheeler, and 
J. F. Dudley coordinate financial, produc- 


tion and engineering factors in construc- 
tion of new facilities. 


Maintaining High Production--CSC maintenance crew swings giant ammonia 
compressor crankshaft back into place after periodic overhaul. 


Gas Development—At Louisiana Gas 
Production Company Division, plans are 
drawn for increasing the production of 
natural gas through the drilling of 
additional wells on CSC properties in 
the Monroe Field. 
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Better Paints—Laboratory experiment by Chief Chem- 
ist at McWhorter Chemicals Company Division is step 
toward new, better products for paint, lacquer and 
protective coatings industry. 


New Product—At CSC Research Center, Dr. 

G. W. McMillan and W. Ward Jackson, Vice 

Presidents, review research and marketing 

aspects of a new product for protective coat- 

ings which has just passed sun and rain tests 

in a laboratory weatherometer. 

o —— — 

- Production Team—At Sterlington, Louisiana, Manager of Dixie Plant, fourth from 
left, goes over stepped-up production schedule with plant management group. 


Browing Agribusiness—Northwest Nitro-Chemicals Ltd. President 
T. B. Potter and Vice President Ambrose Rubey, and a view of 
Canadian subsidiary's Medicine Hat, Alberta, plant, showing recent 
new construction underway. 
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Calculating Gas Flow—Analysis of gas meter chart shows 
volume of natural gas piped from Company wells to Sterling- 
ton plant for use as raw material. 
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Process Checkout—CSC President М. С. Wheeler, center, checks results of Fine Chemical Crystals—Senior operator at chemical deriva- 
Baciferm^ process innovations with Terre Haute, Indiana, plant manager, right, tives plant examines output of centrifuge, one step in trans- 
and Company production coordinator, left, who supervised work. forming liquid compounds into snowwhite crystals for easy 


handling. 


Sales and 
Operating 
Revenues 


Capital 

Expenditures 
| 
| 


Cash flow 


Working 
capital 


Federal taxes 
on Income 


Equity of 
Shareholders 


1964 Financial Review 


Sales in 1964 were $93,131,728, and net earnings were $6,902,952 
or $2.24 per common share. Foreign operations in Canada and Mexico 
are consolidated. 


Plant and equipment expenditures totaled $7,124,127 during 1964, 
as compared with $6,295,918 in 1963. Depreciation, depletion and 
amortization totaled $4,546,168 in 1964 compared with $4,718,013 in 
1963. 


Cash flow generated during 1964 was $11,449,120. This is 7 per- 
cent higher than during 1963 and an improvement of 122 percent over 
cash flow for the year 1958, following which actions were taken to 
accelerate the Company's growth. Cash flow continued to be adequate 
to meet the Company's dividend, debt retirement and expansion needs. 


Working capital on December 31, 1964, was $34,344,763. The 
balance of 1964 net earnings retained for use in the business after the 
payment of dividends was $3,403,317. The 1964 working capital 
figure was increased by federal and foreign income tax deferrals of 
$1,905,176, and decreased by a $2,678,645 rise in the amount of net 
property, plant and equipment and intangibles; and by long term debt 
retirement of $2,518,000. 


Negotiations in 1964 with respect to federal income taxes resulted 
in a satisfactory settlement and disposal of tax matters relating to the 
years 1959, 1960 and 1961. Tax accruals for subsequent years and 
deferred Federal income taxes were adjusted to conform with the basis 
of such settlement. 


The Company has taken into earnings the investment tax credit 
applicable to 1964 plant and equipment additions. In addition the 
Company is amortizing the investment credit applicable to the years 
1962 and 1963. These credits totaled $328,826 in 1964. 


Equity of the shareholders was increased during the year by a 
total of $3,564,047, representing principally earnings retained for use 
in the business. At December 31, 1964, the total equity of the common 
shareholders amounted to $54,603,502. The number of issued shares 
of common stock increased from 3,006,260 to 3,016,151 during the 
year. The book value per common share increased from $17.12 to 
$18.25. 


Property, Plant Working Capital 
and Equipment 
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Shareholders’ Equity Total Assets 


MILLIONS OF DOLLARS 
MILLIONS OF DOLLARS 


COMMERCIAL SOLVENTS CORPORATION 
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ASSETS . 
| December 31, 
1964 1963 
CURRENT ASSETS 
CIS > К. _ $ 6,360,301 $ 5,406,517 
U.S. Government and other marketable securities, at cost approximating 
Markt o 4 o. , OEM, fa Re a a 8,266,458 8,237,507 
Accounts and notes receivable (less allowance for doubtful accounts, 
1964 — $277,590; 1963 — $287,974) .......... 16,643,530 16,477,194 
Inventories, at lower of cost or market 
Finished products and materials in process . . . . . . . . . 7,942,387 9,013,706 
Raw materials and supplies . . . . . . . . . . . . « . 6,759,303 6,675,592 
PrepaidfexpensesMe 6 cM c s 1,131,008 888,275 
Total Current Assets . . . . . . . . . . . e ^ 47,103,047 ^ 46,698,791 
INVESTMENTS AND NON-CURRENT RECEIVABLES 
Investments in non-consolidated foreign subsidiaries, at cost . . . . 4,846,823 4,886,160 
OthersinvestmentSP үш. ox a ERA Row m os ox os 106,808 43,896 
Non-current accounts and notes receivable . . . . . . . . . . 3,825,000 3,900,000 
Total Investments and Non-Current Receivables . . . . |J 8778,631 / 8,830,056. 
PROPERTY, PLANT AND EQUIPMENT, at cost. . . . . . . +... 115,949,001 108,912,130 
Less accumulated depreciation, depletion and amortization . . . . . 67,142,920 63,074,388 
| Net Property, Plant and Equipment . . . . . . . . ^. 48,806,081 ^— 45,837,742 
| 
| PATENTS AND OTHER INTANGIBLES, at amortized cost . . . . . . 1,098,575 1,388,269 
| DERERREDECHARGSS И A „ы. 993,786 862,181 


| SEE ACCOMPANYING NOTES TO FINANCIAL STATEMENTS. 


Consolidated Balance Sheet 


LIABILITIES AND SHAREHOLDERS’ EQUITY 


December 31, 


1964 1963 
CURRENT LIABILITIES 
Accounts payable . . . . . . . . . . . . . . . . . . $ 5,400,658 $ 4,774,616 
Accrued Federal and Foreign income taxes . . . . . . . . . . 2,468,885 2,247,582 
Othersaccrued liabilities . . . «s «© «© e wo o o ne... 2,403,741 2,795,535 
Current installments on long-term debt . . . . . . . . . . | 2,485,000 2,485,000 
Total Current Liabilities . . . . . . . . . . . . 12,758,284 12,302,733 
LONG-TERM DEBT AND DEFERRED ITEMS 
Long-term debt, less current installments . . . . . . . . . . 23,745,750 26,263,750 
Deferred Federal and Foreign income taxes . . . . . . . «© . . 10,697,694 8,792,518 
IetewedEincome. = = s = ws ыу boos ү 25 ES — 200,000 
Total Long-term Debt and Deferred Items . . . . . + 34,443,444 35,256,268 
MINORITY INTEREST IN SUBSIDIARY 234,570 278,263 


SHAREHOLDERS' EQUITY 


Preferred Stock, $20 par value, authorized 1,000,000 shares 
Series A Preferred Stock, 4.5% Cumulative Convertible, redeemable at 
$21 per share beginning January 1, 1969 through December 31, 
1970, $20.50 through December 31, 1973 and $20 thereafter 
Authorized — 273,400 shares 
Issued — 237,016 shares in 1964; 236,619 shares in 1963 . . 4,740,320 4,732,380 


Common Stock, $1 par value 
Authorized — 6,000,000 shares 


Issued — 3,016,151 shares in 1964; 3,006,260 shares in 1963 . . 6,972,725 6,962,834 
Additional paid-in capital . . . . . . . . . . . . . . & 5,984,838 5,841,939 
Earnings retained in business . . . . . . . . . . . . . . 42,082,429 38,679,112 

59,780,312. 56,216,265 

Less cost of 23,700 shares of common stock in treasury . . . . . 436,490 436,490 
Total Shareholders’ Equity . . . . . . . . . . . 59,343,822 55,779,775 
$106,780,120 $103,617,039 
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COMMERCIAL SOLVENTS CORPORATION 


Consolidated Earnings and Summary of 
Earnings Retained in Business 


Year Ended December 31, 


1964 1963 
REVENUES 
Net sales $93,131,728 $86,198,658 
Other income (net) 1,181,258 1,640,051 
94,312,986 87,838,709 
COSTS AND EXPENSES 
Cost of sales 64,848,511 60,658,110 
Selling, research and administrative expenses . 10,699,638 9,543,596 
Depreciation, depletion and amortization . 4,546,168 4,718,013 
Interest on borrowings 894,103 1,005,803 
80,988,420 75,925,522 
EARNINGS BEFORE FEDERAL AND FOREIGN INCOME TAXES С E 
AND MINORITY INTEREST . ОСЗ 13,324,566 11,913,187 
FEDERAL AND FOREIGN INCOME TAXES 6,310,600 5,845,300 
MINORITY INTEREST IN EARNINGS OF SUBSIDIARY 111,014 83,423 
NET EARNINGS FOR YEAR 6,902,952 5,984,464 
EARNINGS RETAINED IN BUSINESS AT BEGINNING OF YEAR 38,679,112 35,866,925 
45,582,064 41,851,389 


DIVIDENDS PAID TO SHAREHOLDERS 


Preferred stock 
In cash ($.90 per share in 1964; $.13% in 1963) . . . . . . . . 213,301 28,103 


Common stock 


In cash ($1.10 per share in 1964; $.822 in 1963) os, суш 3,286,334 2,427,776 

In stock — 1% (29,530 shares at market value of $24.26 per share in 1963) — 716,398 
3,499,635 3,172,277 

EARNINGS RETAINED IN BUSINESS AT END OF YEAR. . . . . . . . $42,082,429 $38,679,112 


SEE ACCOMPANYING NOTES TO FINANCIAL STATEMENTS. 
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Notes то Consolidated Financial Statements 


Principles of Consolidation and Investments in Subsidiaries. 
The consolidated financial statements include the accounts of all wholly- 
owned subsidiaries and Northwest Nitro-Chemicals Ltd. (Northwest). 
The Company's ownership of Northwest's common stock was approxi- 
mately 93% in both 1964 and 1963. During 1964 the Company in- 
creased its ownership of Northwest's preferred stock from 83.4% to 
100%. 


The accounts of consolidated foreign subsidiaries are expressed 
in U. S. dollars at appropriate rates of exchange. 


The investment in non-consolidated foreign subsidiaries represents 
a 51% interest in Italian pharmaceutical companies. The Company’s 
equity in the net income of these subsidiaries for the year 1964 was 
not material in amount. 


Long-term Debt. Long-term debt outstanding at December 31, 1964 
is shown in the following summary: 


Current 
Installments Long-term _ 
COMMERCIAL SOLVENTS CORPORATION 
33496 notes payable to insurance com- 
panies in annual installments through 
1972. . . . . . . Ф 1,560,000  $10,960,000 


NORTHWEST NITRO-CHEMICALS LTD. 
53496 First Mortgage Serial Bonds of 
1960 payable in annual installments 
through 1970... . . . . . $ 925,000 


Subordinate Debentures of 1960 due 
June 30, 1979 bearing interest at 6% 
from July 1, 1965 through June 30, 
1970 and thereafter at 6V296, re- 
deemable at 10596 to June 30, 1970 


$ 5,318,750 


and at reducing amounts thereafter . - 7,467,000 
$ 925,000 $12,785,750 
$ 2,485,000 $23,745,750 


The loan agreements covering the 33496 notes payable to insurance 
companies impose certain restrictions on the declaration of dividends 
other than stock dividends. 


The 53496 First Mortgage Bonds of 1960 of Northwest Nitro- 
Chemicals Ltd. are secured by all of its property, plant and equipment 
and a first floating charge on all of its other property and assets. The 
mortgage bonds, subordinate debentures and preferred stock of North- 
west contain a number of restrictions, including among others, those 
pertaining to the payment of dividends. 


At December 31, 1964, $8,411,000 of the earnings retained in 


business was free of such restrictions. 


Shareholders' Equity. The Series A Preferred Stock, 4.596 cumulative 
convertible, has voting rights and is convertible into common stock at 
a price of $33.50 per share. At December 31, 1964 141,502 shares of 
common stock are reserved for this purpose. 


During 1964 $18,520 was charged to additional paid-in capital and 
397 shares of Series A Preferred Stock were issued in connection with 
the exchange for Northwest shares completed early in the year. 


Stock Options. At December 31, 1963 options to purchase 42,653 
common shares at prices varying from $13.52 to $30.63 per share 
were held by certain key executive employees and 27,005 common 
shares were reserved for which no options had been granted. During 
1964 options were granted to purchase 27,005 common shares at 
$30.50 and $33.00 per share and options for 9,891 common shares 
were exercised at $14.46 and $20.38 per share, an aggregate of $171,310 
of which $161,419 representing the excess of option prices over par 
value of the common shares exercised, was credited to additional 
paid-in capital. Options granted prior to 1964 were at a price in excess 
of 95% of the market value of the shares when the options were 
granted. Options granted in 1964 were at a price equal to 10096 of 
the market value of the shares when the options were granted. 


At December 31, 1964 there were outstanding options to purchase 
59,767 common shares at prices varying from $13.52 to $33.00 per 
share, of which options on 31,752 shares were exercisable. 


Non-Current Accounts and Notes Receivable and Litigation. 
Non-current accounts and notes receivable include $3,700,000 which was 
set up in 1962 as a receivable from the bankrupt estate of Estes based 
on the estimated assets of the estate at that time and the terms of the 
compromise agreement for the liquidation of the Estes estate which 
was approved by the Bankruptcy Court. 


The amount which ultimately will be distributable by the Trustee of 
the Estes estate will be determined in part by the extent to which the 
purchaser of most of the Estes assets will be able to meet its commit- 
ments under its purchase money note to the Trustee, and in part by 
the outcome of а number of disputed claims, including litigation insti- 
tuted in 1964 by the Trustee against Commodity Credit Corporation. 
To date nothing has been paid to the creditors. The manner in which 
the estate will be shared among creditors, including the Company, will 
also be determined only after the resolution of numerous conflicting 
claims, including a very substantial claim asserted by the Internal 
Revenue Service in 1964. All of these claims involve complicated 
questions of law and fact which may not be determined for a number 
of years. Pending such determination, an allowance for possible losses 
is not deemed necessary at this time. 


The Company is the only creditor of the Estes estate whose claim 
has been approved by the court to date. Pursuant to the settlement in 
which its claim was so approved, the Company's liens on the Estes 
assets are being held for the benefit of all creditors of the estate. It is 
anticipated that the Internal Revenue Service will dispute the validity 
and effectiveness of these liens in an attempt to obtain priority for its 
claims over those of the other creditors. 


In connection with the suit filed by the Trustee against Commodity 
Credit Corporation, the U. S. Government has filed a cross-complaint 
against the Company seeking refund of monies paid to the Company 
under Estes assignments. Counsel for the Company has advised that the 
merits of this cross-complaint are with the Company. 
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Ten Year Financial Summary 


(Amounts, other than per share figures, expressed in thousands) 


EARNINGS DATA 


Depreciation, Соттоп 

Depletion Net Earnings Dividends 

Year Net Sales Amortization Amount Per Common Share (b) Per Share 
1955 $60,646 $3,388 $3,681 $1.25 $1.00 
1956 62,580 3,261 3,308 113 1.00 

1957 65,932 3,505 1,450 .49 .925 

1958 64,728 3,740 1,418 .48 .275 
1959 70,381 3,680 2,851 ‚97 ‚25 
1960 62,337 3,671 4,840 1.65 ‚50 
1961 63,841 3,519 5,505 1.86 .65 
1962(a) 80,681 4,466 4,944 1.67 .80 

1963 86,199 4,718 5,984 2.00 .825 
1964 93,132 4,546 6,903 2.24 1.10 


FINANCIAL POSITION DATA 


Property 
Working Capital Plant and Equipment 
Total Current Current Working " —— Accumulated Long-Term Sharehalders' 
Dec. 31 Assets Assets Liabilities Capital Cost Reserves Debt Equity 
1955 $ 74,706 $34,934 $ 8,304 $26,630 $ 67,786 $30,930 $25,000 $39,134 
1956 76,850 36,407 10,715 25,692 71,485 33,910 23,440 39,712 
1957 73,460 30,358 8,942 21,416 76,277 37,214 21,880 38,617 
1958 73,958 32,770 9,605 23,165 77,306 40,597 20,320 39,282 
1959 76,388 38,662 11,299 27,363 78,338 43,987 18,760 41,447 
1960 79,566 41,482 10,722 30,760 80,760 47,658 17,200 44,889 
1961 80,182 37,651 9,513 28,138 83,068 50,888 15,640 48,783 
1962(a) 97,690 41,415 8,905 32,510 104,008 59:325 28,749 51,976 
1963 103,617 46,699 12,303 34,396 108,912 63,074 26,264 55,780 
1964 106,780 47,103 12,758 34,345 115,949 67,143 23,746 59,344 


(a) Beginning in 1962, data includes Northwest Nitro-Chemicals Ltd. 
(b) Adjusted for stock dividends. 


ARTHUR YOUNG € COMPANY 
CERTIFIED PUBLIC ACCOUNTANTS 


The Board of Directors and Shareholders 
COMMERCIAL SOLVENTS CORPORATION 


We have examined the accompanying consolidated balance sheet of 
Commercial Solvents Corporation and subsidiaries at December 31, 1964 
and the related statement of consolidated earnings and summary of 
earnings retained in business for the year then ended. Our examination 


was made in accordance with generally accepted auditing standards, 
and accordingly included such tests of the accounting records 

and such other auditing procedures as we considered necessary 
in the circumstances. 


In our opinion, the statements mentioned above present fairly the 
consolidated financial position of Commercial Solvents Corporation 
and subsidiaries at December 31, 1964 and the consolidated results of 
their operations for the year then ended, in conformity with generally 
accepted accounting principles applied on a basis consistent 

with that of the preceding year. 
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COMMERCIAL SOLVENTS CORPORATION ` 
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Annual Report 1965 


Transfer Agent 


Chemical Bank New York Trust Company 
20 Pine Street 
New York, New York 10015 


Registrar 


The Chase Manhattan Bank N. A. 
One Chase Manhattan Plaza 
New York, New York 10015 


Annual Meeting 


The annual meeting of shareholders will be held on 
April 7, 1966. A notice of the meeting, proxy statement 
and form of proxy will be sent to all shareholders 
shortly. It will assist the management in preparing 

for the meeting if shareholders who do not expect 

to attend the meeting in person will sign, 

date and return the proxy promptly. 
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PRESIDENT'S LETTER 


To Our Stockholders: 


As an investor in CSC, you are putting your money and your faith mainly in the people who operate 
the Company. Their work, ideas, and outlook are important to you. Therefore, in this 1965 Annual 
Report we would like to convey to you some of the management thinking which led to the year's results 
and developments, and to put the events of 1965 in the perspective of CSC's progress. 


THE YEAR IN BRIEF 


CSC had consolidated earnings before taxes in 1965 of $11,417,000, and net earnings after taxes of 
$6,746,000, or $2.21 per common share outstanding at the year end. Sales for the year were $90,764,000. 


$100,000,000 Growth Program 


A new $100,000,000 five year growth and development program was launched and work started on a 
far reaching program for the modernization, expansion, and technology advancement of CSC's manufac- 
turing operations. The Company's raw materials position moved ahead through further acquisitions and 
development in its natural gas program. 


Significant Achievements of Research and Development 


Research and development expenditures were increased substantially, with gratifying results. From 
CSC Research and Purdue University came the announcement in December, 1965, of the discovery and 
initial development of the RAL’s, a new class of estrogenic chemicals, which may mark a significant 
breakthrough in animal nutrition, fertility control, and human therapy. Tests continue to show that the 
RAL's act like certain hormones without the side effects that limit the usefulness of many hormone 
products. More than 300 RAL patent applications have now been filed in the United States and other 
countries. 


The development of new processes and technology for the nitration of natural gas was another major 
achievement by CSC Research in 1965. This is expected to make substantial improvements in our ability 
to meet the market potential for a number of important CSC chemicals including the nitroparaffins and 
their derivatives. 


New Operations in 1965 


The startup of new facilities by CSC and its subsidiaries during 1965 included a unit at the Marion, 
Illinois, plant of CSC's U. S. Power Company Division for making high density prilled ammonium nitrate; 
additional thermal carbon black production at the Sterlington, Louisiana, plant of CSC's Thermatomic 
Carbon Company Division; also in Louisiana, additional facilities for producing natural gas used by 
CSC's production complex at Sterlington; and new anhydrous ammonia, phosphoric acid and sulphuric 
acid units which have sharply increased phosphate and nitrogen fertilizer production at the Medicine Hat, 
Alberta, plant of CSC's Canadian subsidiary, Northwest Nitro-Chemicals Ltd. 


Net Earnings 
Per Common Share 


Common Dividends 
Paid Per Share 


FORMANCE IN 1965 


These results and developments showed the in- 
creased use CSC is making of its research orienta- 
tion and its integrated raw materials position to 
serve agriculture, industry, nutrition, and health. 


Earnings and Sales 


Net earnings in 1965 were 7 percent of sales 
and 376 percent greater than results for 1958, 
just before the start of CSC's redirection and re- 
orientation. The 1965 net earnings were slightly 
less than the $6,903,000, or $2.24 per common 
share outstanding at the year end, recorded for 
1964. 


We increased our expenditures during the year 
for the startup of new production facilities at 
several plant locations, for expanded research and 
development, and for the establishment of im- 
proved marketing and production procedures. 
Wages and salaries were $15,625,000 for the year, 
compared with $15,341,000 in 1964. The Com- 
pany’s contribution to the cost of retirement bene- 
fits, insurance, and the Employee Investment and 
Savings Plan totaled $1,599,000 in 1965. Em- 
ployees numbered 2,313 at the year end. 


Good sales are profitable sales; volume alone is 
not enough. In 1958, CSC’s total volume of 
$64,728,000 included about 10 million dollars in 
marginal business. Since then, CSC has expanded 
profitable areas of the business and developed new 
ones; eliminated unprofitable operations that had 
no improvement potential, and has carried out a 
continuing earnings/cost improvement program 
throughout the Company. This accounted for rec- 
ord 1964 sales of $93,132,000, and for our high 
sales level in 1965. 


Net Earnings and Common Stock Dividends— Over this 
period of CSC's growth and development, net earnings 
improvement was accompanied by the rise shown in 
annual per share common stock dividends paid. 


Dividends Paid 


In 1965, holders of CSC common stock received 
dividends totaling $1.20 per share, a 9 percent in- 
crease over the previous year. Holders of CSC 
Series A preferred stock received 90 cents per 
share. As our stockholders continued to partici- 
pate in the Company’s progress, they received a 
total of $3,798,000 in dividends for the year. 
Since 1922, the Company has paid dividends every 
year with the exceptions of 1938 and 1939. There 
were 14,500 common stockholders and 1,785 
Series A preferred stockholders of record at the 
end of 1965. 


Millions of Dollars 


Cash Flow 


CSC net earnings, depreciation, depletion, 
and amortization constitute this reflection of increased 
funds generated each year for Company growth. 


Millions of Dollars 


Ё 


8 


75 


Shareholders' Equity 
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Total Assets and Shareholders' Equity—Growth, ac- 
quisitions, and modernization since the start of the 
Company's redirection and reorientation are reflected 
in the upward trends shown here. 


Debt Retirement 


During 1965 the ninth annual installment of 
$1,560,000 was paid on CSC's long-term notes, 
and the fifth annual installment of $925,000 was 
paid on Northwest Nitro-Chemicals’ First Mort- 
gage Serial Bonds. To date a total of over 
$18,600,000 has been paid against these long- 
term obligations. 


Earnings Put Back To Work 


Earnings retained in the business were in- 
creased during 1965 by $2,947,000 to a total of 
$45,030,000. Capital outlays during the year for 
property, plant and equipment were $5,952,000, 
with $20,620,000 authorized for future expansion. 
Over the past seven years, CSC has vigorously im- 
plemented its program for growth and develop- 
ment through acquisition, expansion and modern- 
ization with capital expenditures of $47,420,000. 


By putting earnings and energies to work in 
these ways, the Company today is stronger and 
more capable of continued growth than at any 
time in its history. At the end of 1965 our stock- 
holders” equity was up to $60,895,000 and total 
net assets were $108,572,000. 


WHAT PROGRESS ^ 5 AT CSC 


Progress as we see it is the product of creative 
capability, sound judgment, determination, and 
just plain hard work. These, of course, are quali- 
ties of people which enable a company to move 
forward. We have sought to build a close-knit, 
hard hitting CSC team intent upon the business of 
creating and doing, with imagination, drive, and 
profitability. 


Our guidelines for progress in current operations 
and in planning for the future are to make the 
wisest use of every human and material resource 
of the Company, and to generate the base and 
means for further development. In the course of 
acquisitions and consolidation, major plant expan- 
sions, and improvements in all areas of our busi- 
ness, dedicated and responsible CSC people have 
developed a proficiency for tackling and solving 
new problems. 


The increasing effectiveness of our employees 
is a major factor in CSC’s profitable progress. 
They have a very real stake in the advancement of 
the Company through their interest in CSC stock 
purchased under the Employee Investment and 
Savings Plan. The overwhelming majority of elig- 
ible CSC people are stockholders in the Company 
through the Plan. 


At the Board of Directors level, five of CSC’s 
key executives serve with eight outside Directors 
who, as national and international leaders in their 
respective fields of industry, agriculture, education 


Better Carbon Blacks -— Chemical engineers check a 


furnace reaction in development of new thermal carbon 
blacks at CSC's Thermatomic Carbon Company Division 
plant, Sterlington, Louisiana. 


cl = PELIS 


Agriculture JE at the Medicine Hat, Alberta, EN of CSC's Canadian subsidiary, Northwest 
Nitro- Chemicals Ltd., continues profitable growth of these fertilizer operations. 


and finance, bring a wealth of experience and 
knowhow to CSC. The guidance of this working 
Board, together with a willingness to make a de- 
cision and carry it out, have led the Company in 
its profitable growth of the past seven years. A 
sense of urgency and vigor stemming from the 
highest level of the Company has permeated 
throughout CSC, its divisions, and subsidiaries. 


Mobilizing CSC’s Total Capability 


Starting in 1959, we took a fresh approach to 
our primary goal of finding better ways to improve 
the profitability, quality, variety, and quantity of 
CSC products. Advancement by problem solving 
was no longer enough. An intense drive was 
launched to find and make the most of new op- 
portunities. 


To do this, the full range of skills and energies 
of CSC people was brought to bear on areas in 
which the Company could move forward. New 
and uncommonly close working relationships were 
built at all levels among people in research, pro- 
duction, marketing, engineering, and finance. These 
relationships are the basis of a Company-wide ap- 
proach to planning and doing our work, a design 
for achieving progress by the use in depth of our 
human resources from every part of CSC. The 
resulting cross-over of knowledge and experience 
has proved successful in expanding many of our 
present markets and gaining entry into new ones. 


This is clearly more than the development and 
sale of more products. 


It is the marketing of our 


total capability to meet the present and projected 
needs of our customers, and the fundamental aims 
of CSC. 


GROWTH ON MANY FRONTS 


Profitable operations were maintained at high 
levels in 1965. By the year end, our five year, 
$100,000,000 capital expenditures program for 
growth and development was in full swing, help- 
ing the Company to take advantage of opportuni- 
ties for the further advancement of its U.S. and 
international operations. 


CSC Agribusiness 


In products and services for agriculture, the 
fertilizer and animal nutrition operations of CSC 
and subsidiaries now span the North American 
continent from the prairie provinces of Canada to 
the farming lands of Mexico. 


1,000 Ton per Day Ammonia Plant 


A contract was awarded for the construction at 
the Sterlington, Louisiana, production complex of 
a 1,000 ton per day plant to produce anhydrous 
ammonia, a basic chemical source of nitrogen for 
fertilizer. Designed to rank with the largest and 
most modern in the nation, the new plant and 
related facilities will be built at a cost of close to 
$20,000,000. Full scale production is pro- 
grammed for mid-1967. CSC was one of the 
nation's first producers of ammonia from natural 
gas. Starting in 1927 with a 30 ton per day plant, 


the Company has contributed greatly to the tech- 
nology for making this basic chemical. 


In keeping with CSC's position as a major mar- 
keter of chemicals to independent fertilizer pro- 
ducers and distributors, we have signed a long 
term contract for the sale of about half of the new 
output to a major chemical company having large 
volume fertilizer operations. A portion of the 
ammonia from the new plant will result in stepped- 
up marketing of ammonium phosphate fertilizers 
and certain industrial chemicals. 


More Fertilizer Production at 
Northwest Nitro-Chemicals 


In Canada, CSC's agricultural chemicals sub- 
sidiary, Northwest Nitro-Chemicals Ltd., contin- 
ued the aggressive expansion of its ammonium 
phosphate and nitrogen fertilizer operations with 
the startup of new facilities at its Medicine Hat, 
Alberta, plant during the first six months of 1965. 
Northwest is broadening the marketing of its popu- 
lar plant food products in the prairie provinces of 
Canada and in the north central and northwest 
U.S. Plans for another major enlargement of 
Northwest's production facilities were announced 
during 1965. Since the 1959 reorientation and 
redirection of its operations, Northwest's growth 
has been rapid and profitable. Northwest continues 
to receive broad management and administrative 
support from CSC. 


Animal Nutrition Business 


Our animal nutrition products, which include 
antibiotics and vitamins for health, growth, and 
increased feed efficiency, are now sold to farmers 
throughout the United States and in many of the 
principal farm animal and poultry raising regions 


of the free world. In Mexico, these operations are 
conducted by Comsolmex, S. A., a wholly owned 
CSC subsidiary, and in a number of European 
countries by Chemsyna, GmbH, a joint venture 
of CSC and Parke, Davis & Company. 


Chemicals for Industry — These modern facilities at 
Sterlington produce chemicals for many industries. A 
$100,000,000 five year growth and development pro- 
gram launched in 1965 continues the Company-wide 
advancement of CSC manufacturing operations. 


Chemicals for Industry 


Basic, intermediate and specialty chemicals 
which CSC supplies for industry include methanol, 
industrial ammonia, nitroparaffins, methylamines, 
thermal carbon blacks, high energy release fuels 
and nitrate based industrial explosives. 


NP Progress 


The nitroparaffins, a large family of unusually 
versatile chemicals, made further important gains 


in 1965. When {һе Company's total capability 
approach was applied to this area of business in 
1959, it really began to move. A technologically 
oriented, separate NP marketing group was formed 
as part of the sales organization. With research 
and production support as well as sales knowhow, 
this group spearheaded the steady expansion of 
our nitroparaffins business. Today the nitroparaf- 
fins and their many derivatives are widely used 
and accepted, thanks to intensified marketing 
supported by production efficiency and research 
technology. 


More Thermal Carbon Blacks 


At our Thermatomic Carbon Company Division 
plant at Sterlington, the startup of new facilities 
has substantially increased the manufacture of 
thermal carbon blacks from natural gas. Com- 
pletion of another large production unit started 
during the year is scheduled for the second half of 
1966. This will enable Thermatomic to continue 
its leadership in supplying the growing world mar- 


New High Density Nitrate —-At CSC's U.S. Powder 
Company Division plant in Marion, Illinois, this new 
facility produces ammonium nitrate prills for industrial 
explosives and fertilizers. 


ket for thermal blacks used in the rubber goods, 
plastics and metallurgical fields. 


U. S. Powder Division Expands 


CSC’s U.S. Powder Company Division com- 
pleted construction of new high density prilled 
ammonium nitrate and other facilities at its 
Marion, Illinois, plant during the year. This has 
expanded U.S. Powder's production of industrial 
explosives for the mining, drilling, quarrying, and 
construction fields, and is providing prilled nitrate 
for fertilizer marketing through our agribusiness 
operations. 


Products for Protective Coatings 


Through our McWhorter Chemicals Company 
Division, CSC supplies paint, protective and sur- 
face coatings producers with a sophisticated group 
of vinyl latex systems, urethane and polyester 
resins, alkyds, and synthetic drying oils for inside 
and outside finishes, boat enamels, and chemical 
resistant industrial coatings. Tris Amino® resins 
developed by CSC Research are marketed through 
McWhorter. 


New Derivatives Unit 


At the Terre Haute, Indiana, plant, we are 
building an advanced design unit for increasing 
the output of chemical derivatives. When com- 
pleted in the spring of 1966, the new facilities will 
meet a growing demand for high quality specialty 
chemicals in crystalline form. 


Raw Materials Position Expanded 


CSC is continuing the expansion of its inte- 
grated position for products made from natural 
gas with the acquisition and further development 


Hormone Chemistry Discovery —CSC 
Research scientists, Drs. H. L. Wehr- 
meister, P. H. Hidy, and E. B. Hodge, 
study structural model which re- 
sulted from identification of the 
unique non-steroid nature of RAL. 
At left, R. S. Baldwin, who led the 
pharmacology and microbiology pro- 
grams of this development, examines 
a healthy rabbit after an RAL test. 


of gas producing properties in the Monroe Gas 
Field near Sterlington. About $3,500,000 is being 
expended for these purposes in the 1965-67 period. 
A large quantity of additional gas will be utilized 
as a raw material and fuel by the new ammonia 
plant. 


Pharmaceuticals 


In the human health field, CSC produces the 
antibiotics bacitracin and cycloserine for bulk sale 
and, through its European drug subsidiaries, pack- 
aged and proprietary pharmaceuticals which are 
marketed in many countries. Many of the chemi- 
cals made by CSC are utilized by drug companies 
to make hundreds of pharmaceutical products. 


As the result of greater emphasis on the ethical 
pharmaceuticals of Istituto Chemioterapico Itali- 
ano, S.p.A., our subsidiary in Milan, Italy, sales 
of these profitable products have been advancing 
at the rate of 10 percent annually for the past three 
years. Among the recent developments of Istituto 
research is Dereuma, a new anti-inflammatory 
agent which shows low toxicity levels. 


DYNAMIC DEVELOPMENTS AT CSC 


CSC has been the source of a series of signifi- 
cant chemical industry achievements over the 


years. The mass production of penicillin and its 
development in stable crystalline form; the volume 
manufacturing of butanol for fast drying lacquers 
that helped to make assembly line automobile 
production possible; the making of methanol and 
ammonia from natural gas; the development of 
the nitroparaffins — these are important “firsts” 
from CSC. 


Health and Nutrition Research 


What may prove to be CSC's most significant 
scientific achievement came during the past year 
in the field of hormone chemistry. On Decem- 
ber 7, 1965, Dr. F. L. Hovde, President of Purdue 
University, joined with us in announcing the dis- 
covery of the RAL's, a new class of estrogenic 
chemicals. Based on laboratory and animal 
studies which have been conducted with the 
RAL’s, Commercial Solvents is investigating the 
possibilities of important uses in a wide range of 
animal and human applications. 


The original work leading to the discovery of 
RAL was done by Professors Martin Stob and 
F. N. Andrews of Purdue University and led to 
their award of U. S. Patent No. 3,196,019, which 
is assigned to the Purdue Research Foundation. 
CSC has an exclusive license under this patent. 


The harnessing of living organisms to produce 
chemicals and pharmaceuticals of benefit to man 
has long been a major area of CSC’s technology. 
Starting with cultures of the fungal organism 
Gibberella zeae (Gordon), CSC scientists learned 
to develop and grow the organism to produce 
substantial amounts of RAL. Subsequently, they 
accomplished the difficult task of finding and 
employing techniques to obtain a greater quantity 
of pure RAL and identify its structure. 


h> 


Programs are now well under way to test the 
effectiveness of the RAL’s for weight gain in 
poultry and increased health in swine. Earlier tests 
showed RAL effectiveness in weight gain for cattle 
and sheep. Livestock fertility control also is under 
investigation. In January, 1966, the Company 
submitted the first in a series of RAL investiga- 
tional new drug applications to the U. S. Food and 
Drug Administration. 


RAL's Termed Sophisticated Work 


It is of real significance to our stockholders that 
the work done by CSC Research on the RAL’s is 
being viewed in the world of science as a distin- 
guished and sophisticated achievement. Collabo- 
rating with our scientists in this work are outstand- 
ing men of research at the University of Chicago’s 
Chemistry Department and the Purdue Research 
Foundation, as well as other able consultants and 
consultant groups. 


Natural Gas Research 


The chemistry of natural gas has become an 
important and growing area of CSC Research and 
Development. CSC makes many of its most im- 
portant products starting with this raw material. 


New Gas Technology --1n this pilot plant, CSC is 
developing processes for the full scale production of 
chemicals through the nitration of natural gas. 


Our research people have succeeded in develop- 
ing new processes and technology for the nitration 
of natural gas to derive greater quantities of many 
chemicals. One process now in an advanced state 
of design is being tested through pilot operations. 
Another process under study would utilize rocket 
engines as chemical reactors for gas nitration. 
These developments are expected to make sub- 
stantial improvements in CSC's ability to meet 
market potential for a number of important CSC 
products. 


WHAT THE FUTURE HOLDS 


In appraising CSC's potential, it is clear that the 
Company is positioned to create, and to take ad- 
vantage of, opportunities having an even larger 
dimension than those we have already encountered. 


We anticipate growth for all of our product 
groups because they meet current, urgent needs of 
the world's rapidly growing population for greater 
industrial production, better health, and more 
food with higher protein content. 


We expect 1966 to be another year of profitable 
progress in which we continue to build for the 
future. 


The favorable and optimistic outlook for CSC 
reflects the devoted work of our employees, the 
confidence of our stockholders, and the loyalty of 
satisfied customers, for which your management 
and Directors are most appreciative. 


GC 


President 


February 17, 1966 


CSC FINANCIAL SUMMARY 1958-1965 


(Amounts, other than per share figures, expressed in thousands) 


PER COMMON SHARE 


Net Earnings (b) . 


Dividends 


FINANCIAL POSITION 


Property, Plant and Equipment 
Gross 
Net . 

Total Assets . 

Long-term Debt . 

Shareholders’ Equity . 


Shares of Common Stock Outstanding (less treasury stock) 


OPERATING RECORD 


Net Sales 
Cash Flow (c) 


Net Earnings 


(a) Beginning in 1962, data includes Northwest Nitro-Chemicals Ltd. 
(b) Adjusted for stock dividends. 
(c) Net earnings, depreciation, depletion and amortization. 


$2.21 
$1.20 


$120,367 
$ 49,250 
$108,572 
$ 21,073 
$ 60,895 

2,955 


$ 90,764 
$ 11,869 
$ 6,746 


1964 


$2.24 
$1.10 


$115,949 
$ 48,806 
$106,780 
$ 23,746 
$ 59,344 

2,992 


$ 93,132 
$ 11,449 
$ 6,903 


1963 


$108,912 
$ 45,838 
$103,617 
$ 26,264 
$ 55,780 

2,983 


$ 86,199 
$ 10,702 
$ 5,984 


1962(a) 


$104,008 
$ 44,683 
$ 97,690 
$ 28,749 
$ 51,976 

2,933 


$ 80,681 
$ 9,410 
$ 4,944 


1961 


$83,068 
$32,180 
$80,182 
$15,640 
$48,783 

2,897 


$63,841 
$ 9,024 
$ 5,505 


$80,760 
$33,102 
$79,566 
$17,200 
$44,889 

2,852 


$62,337 
$ 8,511 
$ 4,840 


$78,338 
$34,351 
$76,388 
$18,760 
$41,447 
2,796 


$70,381 
$ 6,531 
$ 2,851 


$.48 
$.275 


$77,306 
$36,709 
$73,958 
$20,320 
$39,282 

2,741 


$64,728 
$ 5,158 
$ 1,418 
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COMMERCIAL SOLVENTS CORPORATION 


Assets 


CURRENT ASSETS 


Cash including time deposits 


U.S. Government and other marketable securities, at cost approximating 
market 


Accounts and notes receivable (less allowance for doubtful accounts, 
1965 — $262,503; 1964 — $277,590) 


Inventories, at lower of cost or market 
Finished products and materials in process . 
Raw materials and supplies . 


Prepaid expenses К 
Total Current д : 


INVESTMENTS AND NON-CURRENT RECEIVABLES 


Investments in non-consolidated foreign subsidiaries, at cost . 
Other investments . : 
Non-current accounts and notes еа s 

Total Investments and Non-current Receivables 


PROPERTY, PLANT AND EQUIPMENT, at cost 


Less accumulated depreciation, depletion and amortization . 
Net Property, Plant and Equipment 


PATENTS AND OTHER INTANGIBLES, at amortized cost 


DEFERRED CHARGES 


SEE ACCOMPANYING NOTES TO FINANCIAL STATEMENTS. 


December 31, 


$108,571,712 


1965 1964 
$ 9,251,636 $ 6,360,361 
2,000,533 8,266,458 
18,455,426 16,643,530 
11,314,846 7,942,387 
6,954,584 6,759,303 
779,934 1,131,008 
48,756,959 47,103,047 
4,846,823 4,846,823 
296,139 106,808 
3,700,000 3,825,000 
8,842,962 8,778,631 
120,366,622 115,949,001 
71,116,853 67,142,920 
49,249,769 48,806,081 
982,731 1,098,575 
739,291 993,786 


$106,780,120 


CONSOLIDATE: BALANCE SHEET 


Liabili and Shareholders' Equity 


CURRENT LIABILITIES 


Accounts and notes payable 

Accrued Federal and Foreign income taxes . 

Other accrued liabilities . "ET Ge 

Current installments on long-term debt . 
Total Current Liabilities . 


LONG-TERM DEBT AND DEFERRED TAXES 


Long-term debt, less current installments 
Deferred Federal and Foreign income taxes . + 
Total Long-term Debt and Deferred Taxes 


MINORITY INTEREST IN SUBSIDIARY . 


SHAREHOLDERS' EQUITY 


Preferred Stock, $20 par value, authorized 1,000,000 shares 


Series A Preferred Stock, 4.5% Cumulative Convertible, redeemable at 
$21 per share beginning January 1, 1969 through December 31, 
1970, $20.50 through December 31, 1973 and $20 thereafter 

Authorized — 273,400 shares 
Issued — 233,607 shares in 1965; 237,016 shares in 1964 


Common Stock, $1 par value 


Authorized — 6,000,000 shares 
Issued — 3,032,887 shares in 1965; 3,016,151 shares in 1964 


Additional paid-in capital 
Earnings retained in business . 


Less treasury common stock, at cost—77,400 shares in 1965; 
23,700 shares in 1964 E 
Total Shareholders' Equity 


December 31, 


$108,571,712 


1965 1964 
$ 8,109,772 $ 5,400,658 
2,766,053 2,468,885 
2,046,127 2,403,741 
2,485,000 2,485,000 
15,406,952 12,758,284 
21,072,750 23,745,750 
10,918,640 10,697,694 
31,991,390 34,443,444 
278,109 234,570 
4,672,140 4,740,320 
6,989,461 6,972,725 
6,285,461 5,984,838 
45,029,607 42,082,429 
62,976,669 59,780,312 
2,081,408 436,490 
60,895,261 59,343,822 


$106,780,120 
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COMMERCIAL SOLVENTS CORPORATION 


Consolidated Earnings and Summary of 
Earnings Retained in Business 


Year Ended December 31, 


1965 1964 
REVENUES 
Net sales  . ЖО ORENSE $90,763,924 $93,131,728 
Other income: (net), uso „оу. з, , 1,014,967 1,181,258 
91,778,891 94,312,986 
COSTS AND EXPENSES 
Cost.of sales. "Ta usu э S к ODER IE D 63,082,474 64,848,511 
Selling, research and administrative expenses . . . . . . . . . 11,074,222 10,699,638 
Depreciation, depletion and amortization. . . . . . . . . . . 5,122,853 4,546,168 
Interest on borrowings a . . « « 2. V SU s 997,753 894,103 
80,277,302 80,988,420 
EARNINGS BEFORE FEDERAL AND FOREIGN INCOME TAXES 
AND MINORITY INTEREST: ССС ОЎ 2З Я 11,501,589 13,324,566 
FEDERAL AND FOREIGN INCOME TAXES . . . . . . . . . . . 4,670,981 6,310,600 
MINORITY INTEREST IN EARNINGS OF SUBSIDIARY . . . . . . . 84,955 111,014 
NET EARNINGS FOR YEAR oo a m Se neuen TR A. 6,745,653 6,902,952 
EARNINGS RETAINED IN BUSINESS AT BEGINNING OF YEAR. . . . 42,082,429 38,679,112 
48,828,082 45,582,064 
DIVIDENDS PAID TO SHAREHOLDERS 
Preferred stock ($.90 per share) . . . . . . . . . . . . 0. 213,327 213,301 
Common stock ($1.20 per share in 1965; $1.10 in 1964). . . . . . 3,585,148 3,286,334 
3,798,475 3,499,635 
EARNINGS RETAINED IN BUSINESS AT END OF YEAR . . . . . . $45,029,607 $42,082,429 


SEE ACCOMPANYING NOTES TO FINANCIAL STATEMENTS. 
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Notes io Financial Statements 


Principles of Consolidation and 
investments in Subsidiaries 


The consolidated financial statements include the accounts 
of all wholly-owned subsidiaries and Northwest Nitro-Chemicals 
Ltd. The Company's ownership of Northwest's common stock 
was approximately 95% on December 31, 1965. 


The accounts of consolidated foreign subsidiaries are 
expressed in U.S. dollars at appropriate rates of exchange. 


The investment in non-consolidated foreign subsidiaries 
represents a 51% interest in Italian pharmaceutical companies. 
The Company's equity in the net income of these subsidiaries 
for the year 1965 was not material in amount. 


Long-term Debt 


Long-term debt outstanding at December 31, 1965 is shown 
in the following summary: 


Current 
Installments Long-term 


Commercial Solvents Corporation — 

334% notes payable to insurance 

companies in annual install- 
ments through 1972.......... $1,560,000 $ 9,400,000 


Northwest Nitro-Chemicals Ltd. — 
53496 First Mortgage Serial Bonds 
of 1960 payable in annual in- 
stallments through 1970....... 


Subordinate Debentures of 1960 
due June 30, 1979 bearing in- 
terest at 696 from July 1, 1965 
through June 30, 1970 and there- 
after at 612%, redeemable at 
105% to June 30, 1970 and at 
reducing amounts thereafter (ex- 
clusive of $1,221,000 principal 
amount owned by Commercial 
Solvents Corporation) ......... — 7,279,000 


925,000 11,672,750 
$2,485,000 $21,072,750 


925,000 4,393,750 


_ The loan agreements covering the 334% notes payable to 
insurance companies impose certain restrictions on the decla- 
ration of dividends other than stock dividends. 


The 53495 First Mortgage Serial Bonds of 1960 of Northwest 
Nitro-Chemicals Ltd. are secured by all of its property, plant 
and equipment and a first floating charge on all of its other 
property and assets. The mortgage bonds, subordinate deben- 
tures and preferred stock of Northwest contain a number of 
restrictions, including among others, those pertaining to the 
payment of dividends. 


At December 31, 1965 $6,414,000 of consolidated earnings 
retained in business was free of such restrictions. 


Shareholders’ Equity 


The Series A Preferred Stock, 4.5% cumulative convertible, 
has voting rights and is convertible on the basis of .597 of a 
share of common stock for each one share of such preferred 
stock. During 1965, 3,409 shares of Series A Preferred Stock 
were converted into 2,032 shares of common stock. In this 
connection, $66,037, representing the excess of the par value 


of the Series A Preferred Stock over par value of common 
stock issued in conversion thereof and the market value of 
fractional shares, was credited to additional paid-in capital. 


At December 31, 1965 139,467 shares of common stock are 
resened for conversion of the outstanding Series A Preferred 
Stock. 


Stock Options 


At December 31, 1964 options to purchase 59,767 common 
shares at prices varying from $13.52 to $33.00 per share were 
heid by certain key executive employees. During 1965 options 
for 14,704 common shares were exercised at prices varying 
from $13.52 to $20.38 per share, an aggregate of $249,290 of 
which $234,586 representing the excess of option prices over 
par value of common stock issued, was credited to additional 
paid-in capital. Options granted prior to 1964 were at a price 
in excess of 95% of the market value of the shares when the 
options were granted. Options granted in 1964 were at a price 
equal to 100% of the market value of the shares when the 
options were granted. 


At December 31, 1965 there were outstanding options to 
purchase 45,063 common shares at prices varying from $20.38 
to $33.00 per share, of which options on 18,058 shares were 
exercisable. 


Non-Current Accounts and Notes 
Receivable and Litigation 


Non-current accounts and notes receivable include $3,700,000 
which was set up in 1962 as a receivable from the bankrupt 
estate of Estes based on the estimated assets of the estate at 
that time and the terms of the compromise agreement for the 
liquidation of the estate which was approved by the Bank- 
ruptcy Court. 


The amount which ultimately will be distributable by the 
Trustee of the estate will be determined in part by the extent 
to which the purchaser of most of the assets will be able to 
meet its commitments under its purchase money note to the 
Trustee, and in part by the outcome of a number of disputed 
claims, including litigation instituted in 1964 by the Trustee 
against Commodity Credit Corporation. To date nothing has 
been paid to the creditors. The manner in which the estate 
will be shared among creditors, including the Company, will 
also be determined only after the resolution of numerous con- 
flicting claims, including a very substantial claim asserted by 
the Internal Revenue Service in 1964 and a petition filed in the 
Bankruptcy Court in 1965 by the United States of America to 
set aside or modify the above-mentioned compromise agree- 
ment between the Trustee and the Company. All of these 
claims involve complicated questions of law and fact which 
may not be determined for a number of years. Pending such 
determination, an allowance for possible losses is not deemed 
necessary at this time. 


The Company is the only creditor of the estate whose claim 
has been approved by the court to date. Pursuant to the com- 
promise agreement under which its claim was so approved, the 
Company's liens on the assets are being held for the benefit of 
all creditors of the estate. lt is anticipated that the internal 
Revenue Service will dispute the validity and effectiveness of 
these liens in an attempt to obtain priority for its claims over 
those of the other creditors. 


In connection with the suit filed by the Trustee against 
Commodity Credit Corporation, the United States has served a 
cross-complaint against the Company seeking refund of a 
portion of monies paid to the Company by Commodity Credit 
Corporation. Counsel for the Company has advised that the 
merits of this cross-complaint are with the Company. 


ARTHUR YOUNG € COMPANY 
CERTIFIED PUBLIC ACCOUNTANTS 


The Board of Directors and Shareholders 
COMMERCIAL SOLVENTS CORPORATION 


We have examined the accompanying consolidated balance sheet of Commercial Solvents 
Corporation and subsidiaries at December 31, 1965 and the related statement of consolidated earnings 
and summary of earnings retained in business for the year then ended. Our examination was 

made in accordance with generally accepted auditing standards, and accordingly included 

such tests of the accounting records and such other auditing procedures as we considered necessary 
in the circumstances. 


In our opinion, the statements mentioned above present fairly the consolidated financial position of 
Commercial Solvents Corporation and subsidiaries at December 31, 1965 and the consolidated 
results of their operations for the year then ended, in conformity with generally accepted 

accounting principles applied on a basis consistent with that of the preceding year. 


New York, М. Y. 
January 25, 1966 
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General Offices: 260 Madison Avenue, New York, N. Y. 10016 


Мау 26, 1956 


Memorandum tos Messrs, Dr. С. W. McMillan 


Mr. Wilbur Keko 
‘Mr. Richard Guelzow 
Mr. A. E, White 


Subject: CSC Brochure 


|: 


Under separate cover wa are forwarding several copies of 


a four page brochure witich is laxgely an abbreviation of our 
1965 Annual Report. 


Mr. M. С. Wheeler suggested ihoss brochures be placed 


with receptionists for distribution on а “free choice focding" basis 
to company visitors. 


xau 


bce: 


Mr. К. C. Mixer 
Mr. D. G, Weiss 
Mr. F., F. O'Daly’ Please handle per above - хсер about 100 for 
your stock anc distribute balance à сарреакашаіец as follows: 
Dr. McMillan ~ 15% 


Mr. Keko = 25% STERLING 67 
Mr. Guelzow - 25% T 4 


Mr. White - 35% 


Chemicals for Industry, Agriculture and Health 


THANKS FOR YOUR INTEREST IN CSC. 


EE чч 
Commercial Solvents Corporation . 260 manison avenue + NEW YORK, м. Y. 10017 


We welcome this opportunity to provide information about our Company. 


CSC's diversified operations in the chemical field include fertilizers, animal nutrition products, methanol, 
anhydrous ammonia, nitroparaffins, thermal carbon blacks, antibiotics, industrial explosives, and many 
chemical derivatives. We have our own natural gas operations to supply raw material and fuel for a large 
part of our chemical production. We are a research-oriented company, as our results for 1965 show: 


CSC had consolidated earnings before taxes in 1965 of $11,417,000, and net earnings after taxes of 
$6,746,000, or $2.21 per common share outstanding at the year end. Sales for the year were $90,764,000. 


$100,000,000 Growth Program 


A new $100,000,000 five year growth and development program was launched and work started on a 
far reaching modernization, expansion, and technology advancement of CSC's manufacturing operations. 
As part of this program, a 1,000 ton per day anhydrous ammonia plant and related facilities are being 
constructed for a cost of close to $20,000,000, at our Sterlington, Louisiana, production complex. Com- 
pletion is scheduled for mid-1967. The Company's raw materials position moved ahead through further 
acquisitions and development in its natural gas program. 


Significant Achievements of Research and Development 


Research and development expenditures were increased substantially, with gratifying results. From 
CSC Research and Purdue University came the announcement in December, 1965, of the discovery and 
initial development of the RAL’s, a new class of estrogenic chemicals, which may mark a significant 
breakthrough in animal nutrition, fertility control, and human therapy. Tests continue to show that the 
RAL’s act like certain hormones without the side effects that limit the usefulness of many hormone 
products. More than 300 RAL patent applications have now been filed in the United States and other 
countries. 


The development of new processes and technology for the nitration of natural gas was another major 
achievement by CSC Research in 1965. This is expected to make substantial improvements in our ability 
to meet the market potential for a number of important CSC chemicals including the nitroparaffins and 
their derivatives. 


New Operations in 1965 


The startup of new facilities by CSC and its subsidiaries during 1965 included a unit at the Marion, 
Illinois, plant of CSC's U. S. Power Company Division for making high density prilled ammonium nitrate; 
additional thermal carbon black production at the Sterlington, Louisiana, plant of CSC's Thermatomic 
Carbon Company Division; also in Louisiana, additional facilities for producing natural gas used by 
CSC's production complex at Sterlington; and new anhydrous ammonia, phosphoric acid and sulphuric 
acid units which have sharply increased phosphate and nitrogen fertilizer production at the Medicine Hat, 
Alberta, plant of CSC’s Canadian subsidiary, Northwest Nitro-Chemicals Ltd. 
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Total Assets d Shareholders’ Equity—Growth, ac- 
quisitions, and ‘modernization since the start of the 
Company’s redirection and reorientation are reflected 
in the upward trends shown here. 


Millions of Dollars 


‘58 '59 ‘60 ‘61 "62 63 '64 '65 


Cash Flow—CSC net earnings, depreciation, depletion, 
and aimort о constitute this reflection of increased 
funds generated each year for Company growth. 


Dividends Paid 


In 1965, holders of CSC common stock received 
dividends totaling $1.20 per share, a 9 percent in- 
crease over the previous year. Holders of CSC 
Series A preferred stock received 90 cents per 
share. As our stockholders continued to partici- 
pate in the Company's progress, they received a 
total of $3,798,000 in dividends for the year. 
Since 1922, the Company has paid dividends every 
year with the exceptions of 1938 and 1939. There 
were 14,500 common stockholders and 1,785 
Series A preferred stockholders of record at the 
end of 1965. 


Earnings Put Back To Work 


Earnings retained in the business were in- 
creased during 1965 by $2,947,000 to a total of 
$45,030,000. Capital outlays during the year for 
property, plant and equipment were $5,952,000, 
with $20,620,000 authorized for future expansion. 
Over the past seven years, CSC has vigorously im- 
plemented its program for growth and develop- 
ment through acquisition, expansion and modern- 
ization with capital expenditures of $47,420,000. 


By putting earnings and energies to work in 
these ways, the Company today is stronger and 
more capable of continued growth than at any 
time in its history. At the end of 1965 our stock- 
holders” equity was up to $60,895,000 and total 
net assets were $108,572,000. 


Outlook for 1966 


We anticipate growth for all of our product 
groups because they meet current, urgent needs of 
the world’s rapidly growing population for greater 
industrial production, better health, and more 
food with higher protein content. 


We expect 1966 to be another year of profitable 
progress in which we continue to build for the 


J Gu. 


President 


February 17, 1966 


Commercial Solvents Corporation 
FINANCIAL SUMMARY 1958-1965 


(Amounts, other than per share figures, expressed in thousands) 


1965 1964 1963 1962(a) 1961 1960 1959 1958 
PER COMMON SHARE 
Net Earnings(b) a ЕЕ IDEE T $2.21 $2.24 $2.00 $1.67 $1.86 $1.65 $.97 $.48 
Dividends arc ЛЕ A ЕУ Ж ЧЫ ш $1.20 $1.10 $ .825 $ .80 $ .65 $ .50 $.25 $.275 
FINANCIAL POSITION 
Property, Plant and Equipment 
Gross? М. жу» PETE о. ж < 120367 $115,949 $108,912 $104,008 $83,068 $80,760 $78,338 $77,306 
Ме Е: A er > 8250) $ 48,806 $ 45,838 $ 44,683 $32,180 $33,102 $34,351 $36,709 
Total Assets a хз О 900 2 ee OG, 572 $106,780 $103,617 $ 97,690 $80,182 $79,566 $76,388 $73,958 
Long-Term Debt. s a a a = 59 99 S 21073 $ 23,746 $ 26,264 $ 28,749 $15,640 $17,200 $18,760 $20,320 
Shareholders’ Equity . . . . . . . . . . . . . $ 60,895 $ 59,344 $ 55,780 $ 51,976 $48,783 $44,889 $41,447 $39,282 
Shares of Common Stock Outstanding (less treasury stock) 2,955 2,992 2,983 2,933 2,897 2,852 2,796 2,741 
OPERATING RECORD 
Net Sales УВС cee жим „уо OA $ 93,132 $ 86,199 $ 80,681 $63,841 $62,337 $70,381 $64,728 
Cashi Flow(c) o = som as a a a 869 $ 11,449 $ 10,702 $ 9,410 $ 9,024 $ 8,511 $ 6,531 $ 5,158 
Net Eamingsi a 15 79 о Кк a a 6746 $ 6,903 $ 5,984 $ 4,944 $ 5,505 $ 4,840 $ 2,851 $ 1,418 


(a) Beginning in 1962, data includes Northwest Nitro-Chemicals Ltd. 
(b) Adjusted for stock dividends. 
(c) Net earnings, depreciation, depletion and amortization. 


